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UTILIZATION AND REDISTRIBUTION OF CRITICAL 
MATERIALS AND AIRCRAFT PARTS 


MONDAY, JUNE 23, 1952 


Howse or REPRESENTATIVES, 
SuscoMMITTEE ON Executive AND LEGISLATIVE 
REORGANIZATION OF THE COMMITTEE ON 
EXPENDITURES IN THE Executive DeParTMENTs,’ 
Washington, D.C. 

The subcommittee met, pursuant to notice, at 10 a. m., in room 1501, 
New House Office Building, Hon. Chet Holifield (chairman of the 
subcommittee), presiding. 

Present: Representatives Holifield (presiding), Burnside, Hoff- 
man, Church, and McVey. 

Also present: Representative Curtis; Herbert Roback, staff direc- 
tor; Dorothy D. Morrison, clerk; and Thomas A. Kennedy, counsel 
to the Committee on Expenditures in the Executive Departments. 

Mr. Houirtetp. The subcommittee will be in order. 

Public Law 152 of the Eighty-first Congress, known as the Federal 
Property and Administrative Services Act of 1949, concerns itself, 
among other things, with the field of Federal property management, 
Se lnaine the utilization of property, the redistribution of excess, and 
the disposal of surplus. 

This subcommittee originally was responsible for handling the Fed- 
eral Lah, agded legislation. From time to time we have held hearings 
and made inquiries into various phases of Federal property manage- 
ment. For example, we have gone extensively into the subject of 
Federal cataloging, and our efforts have stimulated the Armed Serv- 
ices Committee to do likewise. 

Our subcommittee is particularly concerned today with the dis- 
posal of surplus property as well as excess matériel, because we feel, 
at least I do, that the agencies of the Federal Government have not 
given sufficient attention and planning to this matter. With the huge 
expenditures for Government property, particularly military supplies 
and equipment, that are prvserres for the next few years, it is prob- 
able that large amounts of surplus property will be generated through 
obsolescence, change in requirements, et cetera. Unless we have the 
proper administrative mechanisms for redistribution of excess and 
surplus disposal, we might find excess or surplus property running 
out of our ears. 

I have made some remarks to Congress recently on this subject. 
These remarks will be found at pages 5217 to 5221 of the Congres- 
sional Record of May 13, 1952. 


¢ 


1 Name changed to Committee on Government Operations, July 4, 1952. 
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The hearings today deal with the problems of the redistribution 
and disposition of excess aircraft parts and supplies. Members of 
Congress and many representatives from industry have demonstrated 
a considerable interest in this subject. 

During World War II a program for the redistribution of excess 
aircraft matériel was worked out, I understand, which operated with 
considerable success, utilizing private distributors in the disposal end 
ofthe program. The lessons of that program and the wartime experi- 
ence form the basis for a proposal by the Air Matériel Command of the 
Air Force which we will discuss today. 

Brig. Gen. Kern D. Metzger, Chief of the Industrial Resources 
Division, Air Matériel Command, is chairman of a unit known as the 
Aircraft Production Resources Agency. We will hear first from Gen- 
eral Metzger, having him explain the Air Force program, and then we 
hope to have testimony from the Navy Bureau of Aeronautics. Then 
we will hear other Government witnesses and industry witnesses over 
a period of 2 or 3 days, today, Tuesday, and possibly Wednesday, if 
it is necessary. 

I might say there is quite an interest in this matter. I have received 
a number of letters both from industry people and from Members of 
Congress on this particular subject. These hearings are intended to 
be exploratory in nature and to give the Defense Department a chance 
to testify as to its estimate of the present amount in dollars of critical 
materials and aircraft parts which are classified as excess and the 
present method of distribution. We will want to know the speed with 
which those materials and parts are declared, whether there is a cen- 
tral clearing house for that at the present time, how well it is working, 
how they handle accountability both in relation to Government-owned 
property and contractor-owned property, and whether this material 
and parts are declared excess during the time the contracts are 
being worked or upon the termination of the contracts; also whether 
that operation at the present time is on a voluntary or on a mandatory 
basis. 

In addition to that, we have heard a great deal about this proposed 

lan which the Air Matériel Command, apparently, is sponsoring, 
Enicibe as APRA, and if there are other plans we would like to know 
their status too. 

We would like to know the advantages claimed through putting 
this plan into effect and we would also, of course, like to hear the 
opposing arguments on it. This subcommittee is not ahr a nor is 
it in a position,of promoting the APRA plan or condemning it or 
any other plan that may be brought before the subcommittee. We are 
completely open-minded, and we would like to have the benefit of the 
experience of those people who are concerned with this program. 

“ou may proceed now. Do you havea prepared statement ¢ 

Mr. HorrmMan. Before you proceed, Mr. Chairman, I understood 
from what you said to me over the telephone that certain people en- 
gaged in business or production wanted to buy some of the surplus 
property which the Department had on hand. Is that right? 

Mr. Hoirteitp. No, I did not mean to convey that. Undoubtedly, 
they do want to. ‘ 

Mr. Horrman. What was the substance of what you told me, if I 
did not get it right? I do not have a definite recollection of it. 
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Mr. Houtrte.p. I do not remember my phone conversation exactly, 
but the statement I have just made is that in essence I went into more 
detail today than I did on the telephone, but the reason for holding 
the hearing is to obtain this information and to give these people a 
chance to explain this plan, which apparently has gone quite a ways 
toward acceptance, at 28, by some parts of the Defense establish- 
ment. 

Mr. Horrman. What is this, a plan to get rid of the Government 
surplus property ? 

Mr. Ho.irrecp. A plan to redistribute, more economically and effi- 
ciently, the present excess critical materials which are stalemated in 
inventory. 

Mr. Horrman. Is that raw material ? 

Mr. Houirrerp. Raw materials or finished parts. It takes in two 
classifications. 

Mr. Horrman. This morning someone has been putting out a state- 
ment that motorcycles and trucks and things of that kind are now 
surplus and available. Do you know about that? 

Mr. Hotirtevp. I do not. 

Mr. Horrman. This has nothing to do with that? 

Mr. Houirrevp. This has nothing to do with that. This is confined, 
so far as the testimony that we have asked these people to present, to 
the aircraft industry entirely. They are not going into the a0" field 
of surplus property at this time. 

Mr. Horrman. Are you doing anything on this stockpiling? You 
said something about that. 

Mr. Ho.trrevp. The stockpiles that I mentioned were the stock- 
piles of critical materials or parts which may be idle in inventory and 
which should be used rather than to remain idle until the termina- 
tion of the contract, or even thereafter, in some instances. I under- 
stand that there have been stocks of critical materials. 

Mr. Horrman. Too much, you mean? 

Mr. Hotirtecp. Yes. That is what we are going to try to find out, 
how much. 

Mr. Horrman. The only reason—my only reason for these ques- 
tions is that I am trying to find out what this is all about. 

Mr. Hortrtevp. Yes. 

General Merzcer. You asked if I had a prepared statement. I 
have an Air Force presentation which, perhaps, will serve in part 
as a prepared statement. However, I would like to make a few pre- 
liminary remarks, if I may. 

This discussion, I hope, will be confined to Air Force thinking 
which is in the planning stage. The APRA plan, which the chair- 
man mentioned 

Mr. Hortrrecp. Will you give us the meaning of those initials, 
please ¢ 

General Merzerr. APRA is the Aircraft Production Resources 
Agency which is a joint agency of Army, Navy, Air Force personnel, 
engaged in support of the aircraft program. However, my discus- 
sion today I would like to confine to the Air Force thinking and, 
perhaps, others representing the other military departments may wish 
to contribute their thinking. And it may be better to present it in 
that manner, if the chairman will agree. 
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Mr. Ho.irrerp. I think that will be a wise manner in which to 
proceed. 


STATEMENT OF BRIG. GEN. KERN D. METZGER, CHIEF, INDUSTRIAL 
RESOURCES DIVISION, AIR MATERIEL COMMAND, AND CHAIR- 
MAN OF AIRCRAFT PRODUCTION RESOURCES AGENCY; ACCOM- 
PANIED BY MAX GOLDEN, DEPUTY FOR MATERIEL PROGRAMS, 
OFFICE OF UNDER SECRETARY OF THE AIR FORCE 


General Merzcrer. We have in the Air Force given considerable 
thinking and thought to this particular problem of surplus and idle 
mutteidl Whe has been generated and is constantly being generated 
within the aircraft industry’s structure. It is a serious problem and 
does require some very definite, careful planning, in our opinion, if we 
are to avoid much of the waste which occurred in the early stages of 
World War II and at the conclusion of World War II. 

We do not feel that the present current situation poses too critical 
a problem. 

The surpluses as of this date are not so considerable that we must 
be alarmed. However, we should be alarmed over the fact that there 
has not yet been developed a procedure which we feel is capable of 
recovery to the Government of the maximum in dollars. 

Mr. "Tada ced You said, if I may interrupt, that the amount of 
excess at this time is not a tremendous amount. Do you include in 
that statement the amount of materials in Air Force warehouses 
which have been either reclaimed from surplus or which have accumu- 
lated through procurement, a great part of which, I understand, is 
obsolete due to recent developments in aircraft? Do you include 
that material in your estimate, or do you overlook that because it is 
not officially declared excess or surplus? 

General Merzcer. I do not overlook it, Mr. Chairman, but I feel 
that the stock levels upon which we operate in the Air Force and 
which are authorized levels are being rather closely adhered to; and, 
with the exception, as the chairman mentioned, of obsolete materials 
and parts which have been made obsolete by engineering changes, new 
items of production, they will be cared for and can be cared for in 
rather judicious manner by the Air Force. 

Mr. Houtrretp. Do you have a program at this time of screening 
this material and making it available either to industry or to other 
branches of the Defense Department and the Government, or are you 
just letting it lie there without any screening ; that is holding in inven- 
tory tremendous quantities of these parts ¢ 

eneral Merzcrer. No, sir. We have a program under way where- 
in we attempt to work back into production any surpluses which we 
may have in our service stocks. We are compiling eo our sup- 
ply division agency lists of surplus items, surplus to the present au- 
thorized stock levels, and those lists are being presented to our manu- 
facturers as available to them for working into production. 

Mr. Houtrtecp. Is there any incentive for a manufacturer to take 
this old material and work it into the program? Let me put it this 
way: Is it less trouble for him to obtain new material rather than to 
utilize these excess bearings and parts of different kinds? 
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General Merzerr. It undoubtedly is less trouble to the manufac- 
turer to procure new material or new parts, because that is part of his 
purchasing manufacturing program. He is geared to do that. 

Mr. Ho.trretp. What pressure is brought to bear upon manufac- 
turers to make them utilize this excess material ? 

General Merzcer. Through our plant representatives who are lo- 
cated and live with the contractor and who have available the surplus 
items which are adaptable to the production within the particular 
plant over which the plant representative has cognizance. 

Mr. Ho.irtetp. Are you satisfied they are doing all in their power? 
And do they have the full cooperation of the manufacturers in the 
utilization of this material ? 

General Merzcer. Yes, sir. I believe the manufacturers are very 
receptive to using that material and have been very cooperative. 

I would like to say, however, that this program has not been under 
way for too long a time. 

Mr. Houtrreip. How long a time has it been under way? 

General Merzcrer. Well, approximately, 4 months at present. 

Mr. Houtrrecp. Do you have a program that is known as the “red 
tag” program whereby you tag these materials as being in that category 
tobe declared excess ¢ 

General Merzcer. Yes, sir; through our stock-reporting system, 
reporting all property in service stocks, in depots or warehouses, we 
are continually reviewing the quantities on hand as against the stock 
levels we wish to maintain. 

Mr. Houirtexp. I have been told by people who have visited these 
warehouses that in some instances you have tremendous stocks of 
this material set aside as being obsolete, and that it is not being moved 
but is just sitting there. 

General Mrerzcer. In certain instances, sir, that is undoubtedly true, 
but the plan is under way to dispose of it as rapidly as possible. We 
would like, however, to have available to us a procedure such as we 
will attempt to discuss with you today to further assist us in the 
expeditious movement of that material. 

{r. Ho.trmexp. As a matter of fact, at the present time you are not 
moving much of this material ; are you? 

General Merzcer. Not as much as we would like, sir. 

Mr. Houirretp. The program is only 4 months old, and you really 
have not got into production, you might say, in declaring excess an 
redistributing ¢ 

General Mretzcer. We are more or less limited in all of our endeavor 
at the moment to place our surpluses and service stock into production 
of current items. Do I make myself clear? 

a Ho.trrevp. Are you speaking of critical raw materials now or of 
parts 

General Merzcrr. Raw materials, standard fittings, purchase parts, 
hardware, and the like. 

Again I would like to comment that we certainly desire to have 
available to us an over-all merchandising plan, a merchandising plan 
wherein this material may be distributed to the economy of the country 
with the greatest recovery possible in dollars to the Government. 

Mr. Houirretp. And the greatest utilization of the material in our 
defense program. 
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General Mrrzcer. The greatest utilization, yes, sir, in the economy. 

Mr. Horrman. How far have you read in your statement ? 

General Merzcer. I have not read the statement. 

Mr. Ho.irtecp. You may proceed, sir. 

General Merzcrr. If I might make one or two further remarks in 
connection with this presentation which, as I stated before, is an Air 
Force presentation. We take no pride of authorship. We have 
availed ourselves of the history in World War II which most cer- 
tainly was stated by the chairman in his remarks on the floor on the 
13th of May, and we may be repetitive in some parts of this presenta- 
tion. If so, if the chairman wishes to interrupt, we will omit certain 
remarks, but there may be other procedures which may be better than 
the one which we are presenting today. If so, the Air Force is very 
receptive to any other recommendations. ‘This is purely Air Force 
thinking in the exploratory stage. It has been discussed with other 
agencies and the other services, but has not progressed beyond the 
exploratory and planning stage. 

Mr. Horrman. Before you go ahead, I cannot understand just what 
you expect us to do. You come up here with your statement, page 
1 of the history; you say that you have talked about a plan that has 
been devised—and when I say “you” I mean whatever organization 
is speaking, not you individually—and then over at the bottom of page 
2 you say that you think you have a plan which was all right, and 
then at a further point you say: 

After search, A company would find either that (1) the material was already 
sold elsewhere— 


that is, when somebody asked for it— 

or (2) they had put it to use themselves— 

that is, the company that had it, the outfit that had the surplus— 
or (3) they had made an error in part number or quantity when they reported it 
to ASU— 

to their surplus agency— 

or (4) they simply could not find it. 


There are four things. 

How in Heaven’s name can the Congress write a law that will 
cure any one of those? 

General Merzcrer. That is old history which we are presenting to 
you, leading up to the point that our presentation or thinking now is 
confined to a plan or a procedure which will eliminate the errors set 
forth in the history which you, sir, are referring to. 

Mr. Horrman. The Congress creates an agency to get an Air Force. 
Then they give you the money. And you buy too much or have too 
much which you say is inevitable. And we will concede that. Then 
you come back to us and want to know how to get rid of the surplus. 
And you want another agency; do you not? 

General Merzcer. No, sir. 

Mr. Horrman. Some sort of organization. 

General Merzcrr. No, sir. 

Mr. Horrman. You say here: 

The fault lay with trying to impose upon an aircraft contractor the role of 
distributor. 
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You want a distributing agency. That is what he says here. I will 
let him present it. Apparently, they want Congress to write a law 
which will make this organization efficient. 

Mr. Houtrrevp. I do not think you are requesting a law ¢ 

General Merzcer. No, sir; we are not requesting a law. 

Mr. Horrman. Then an agency or something. You are here for 
something, sure as time. . 

General Merzcrer. The agency exists, in our opinion, to perform this 
service for us; the agency does exist. It is a question of presenting it to 
you gentlemen, to this committee, for your consideration. 

Mr. Horrmay. For us to solve. We give you the money. You want 
to create an Air Force. Congress gives you the money. Then you 
come back here and say that they bought too much stuff: “Now we 
have a surplus, what will we do with it?” 

General Merzeer. Sir, we are making this presentation at the re- 
quest of the subcommittee. We are open-minded as to whatever po- 
sition this committee or Congress wishes to take in the matter. 

Mr. Hottrtetp. The subcommittee chairman might say, because of 
the importance of this subject, that the hearing has been called to 
give the different agencies which are responsible for this material a 
chance to give us their thinking on it. 

As to whether legislation will be needed, or amendment of existing 
legislation, is not at present before the subcommittee. The purpose 
of the hearing is to get information to the committee and to the 
Congress as to the situation which exists in the excess-property field 
in aircraft at this time in the hope that there may be a plan worked 
out which will use this more efficiently and redistribute it more 
quickly. 

General Merzeer. Yes, sir. 

Mr. Howirrerp. We understand that there are proponents of the 
plan and opponents of the plan. This clarification of the thinking 
of the Armed Forces might be of value to them in arriving at some 
conclusion. I want the subcommittee to know that these people are 
here at our invitation. The Air Force has not come and asked us for 
this, but people in the industry who believe there are great stores of 
critical materials and aircraft parts that need to be redistributed for 
defense requirements. 

Mr. Horrman, Held by the Air Force? 

Mr. Ho.irtevp. Not altogether. 

Mr. Horrman. The contractors? 

Mr: Hotirtetp. Much of it by the contractors. 

Mr. Horrman. Why do they not go ahead and sell? Why do they 
come to Congress ? 

Mr. Houtrrerp. It is not as simple as that. There is an element of 
redistribution of excess before you get to the point of surplus disposal 
under Public Law 152. 

Mr. Horrman. I cannot understand it. 

Mr. Horarretp. Maybe we can understand it if we will listen to his 
presentation. 

Mr. Horrman. I have been reading it. I cannot understand why 
they come running back to Congress to do their job. 

Mr. Hotter. Proceed, General Metzger. 

General Merzcrr. Does the Chair care to have me read the history ? 
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Mr. Houirtex. I think it would be well to proceed and give us the 
presentation, and then we will question you. 

General Merzcer. Very well, sir. 

In any production program, civilian or military, overstocks of 
materials begin to accumulate from the moment the program is ini- 
tiated. This is inevitable. These overstocks come about in a variety 
of manners: First, errors are made in purchasing, which results in 
materials not required being on hand. Next, engineering changes and 
modifications render certain parts and materials excess inventory. 
Then program cut-backs and revisions of manufacturing methods con- 
tribute their share of unrequired items. 

In any civilian production program, these things are accepted as 
a part of the cost of production, and the overstocked materials are 
either set aside for possible future use, or they are sold for what they 
will bring. In a Nation-wide defense program, the problem is not so 
easily solved, because not only are the quantities involved large but 
also, concurrent with an overage in one plant, there may be a critical 
shortage in another plant. It seems a contradiction to say that an 
item can be overstock in one plant and in critical shortage in a nearby 
plant, but such is the case. When the defense program in 1942-46 
was initiated, the above situation was not recognized until critical 
shortages of steel forced attention to it. A study was then made, and 
the Air Force, having no background and no precedents to rely upon, 
found itself called upon to create a plan out of thin air, as it were. 
However, after careful study and consultation with industry repre- 
sentatives, an excellent plan was devised. It was simple, and for the 
first few months of operation it appeared to function smoothly. The 
plan, initiated by the Aircraft Scheduling Unit, then located at Day- 
ton, required all contractors to report to ASU, on prepared forms, 
lists of all materials in their plants in excess of current requirements. 
These lists were correlated, and master cross-indexes set up. 

Then, any contractor experiencing a shortage was told to submit 
his request to ASU, where it was scanned and compared with the 
master record of excess.stocks. If the item was located on the master 
stock list, the asking contractor was told that he could secure his 
needed material from Z company; and, having theoretically “redis- 
tributed” the material, ASU removed the item from its master list. 
From there on, it was up to the asking company to contact Z com- 
pany (which would be the company holding the material) and have 
the materials shipped under prices and terms mutually agreed upon. 
In plan, this system is perfect. And for the first few months of its 
application it seemed to function perfectly. ASU received and cor- 
related vast lists of excess materials, and washed its hands of each 
transaction as it was cleared. Everything seemed perfect. Then, 
after a short while, defects began to show up. In a few months these 
had snowballed into a great deal of trouble, so serious that it caused 
a complete reorganization of the program. 

The troubles would come about like this: Having been referred to 
Z company for a certain item, the asking contractor would wire or 
phone Z company and ask that part AN-16-54, reported to ASU as 
excess, be shipped.air express immediately. After search, A com- 
pany would find either that (1) the material was already sold else- 
where, or (2) they had put it to use themselves, or (3) they had made 
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an error in part number or quantity when they reported it to ASU, 
or (4) they simply could not find it. Having failed to ship the ma- 
terial, for any one of these reasons, Z company would then notify 
the asking contractor that they did not have the item. Then, the 
asking company could either go back to ASU for another referral or 
they could order from a producer of the goods. In many cases, a sec- 
ond referral would result in a second wild-goose chase, and about that 
time the contractor would bypass the program, and order from a pro- 
ducer. Thus a further burden would be placed wpon a producer to 
make an item already existing in excess stock somewhere. However, 
there was a still worse crack in the plan: The asking company might 
be assured by Z company that the material was on hand, and would be 
shipped at once. And material would be shipped, and in due time 
it would arrive—only to be found unsuitable for use. 

These faults sound relatively simple when put into words, but 
in actual use they are serious, because words cannot express the time 
and effort wasted by many people. Wasted time was pyramided upon 
wasted time, until the program began to suffer. No fault of the plan 
itself—that should be clear, because a cleaner and more efficient plan 
would be hard to devise. The fault lay with trying to impose upon 
an aircraft contractor the role of distributor. An aircraft contractor 
is interested in just one thing—producing, and keeping his schedule, 
He may be interested in an academic way in redistribution of excess 
Sates, but not if it takes his mind off his prime job, which is pro- 

ucing. 

The contractor will tell you “Yes”—he will cooperate and truth- 
fully, he will try. But after repeated tries he falls back into the pat- 
tern of procurement which he has found to be most efficient in keep- 
ing his own particular production line going smoothly, and you can- 
not blame him. 

ASU sensed these errors, and began to plan revisions in the pro- 
gram which would eliminate them. They called in representatives 
of contractors and of producers, and asked their opinions and advice, 
and from this accumulated advice, a picture began to emerge. 

Each different industry in our country follows its own pattern of 
distribution. Some industries have almost parallel patterns, while 
others are widely divergent. While a distributor of tires might 
also efficiently distribute instruments, for instance, he would not 
necessarily be a good distributor of steel bars and tubing. The pat- 
terns are too divergent. To attempt to impose one distribution pat- 
tern upon another is to court trouble; it may appear to work for a 
time, but the inefficiencies overbalance the advantages. 

So out of a lengthy series of studies and conferences, ASU developed 
a modification of the original plan, following industry patterns, which 
operated in this manner: Industry (meaning the aircraft contractors) 
was asked to recommend locations and names for contract warehouses 
and, acting upon their recommendations, a number of distributors 
were selected and contracts were executed with them to make it 
possible for them to acquire and distribute stocks of critical materials, 
These contracts Aastess guaranties that AAF would take back, at 
the distributor’s cost, any goods remaining in stock at the end of the 
program. This provision was intended to guarantee the distributor 
against an inventory loss. There were also provisions as to the per- 
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_centage of any item which a warehouse would be permitted to ship 
to one contractor in any 1 month—intended to prevent a single 
contractor from stripping a distributor of a particularly critical 
item. The warehouses were to obtain their inventories in two man- 
ners: First, by purchasing what they could from excess stocks of con- 
tractors, and second, by filling in the gaps with orders to prime pro- 
ducers of the goods. At this stage, when a contractor reported an 
excessive stock to ASU he was put in touch with the new contract 
warehouses and was told to negotiate with them for the sale of his 
excess materials. It was suggested by ASU that the holding con- 
tractor follow a fairly uniform pattern of discounts below current 
market price, in disposing of excess stocks to the contract warehouses. 
This senna of discounts varied with each commodity, following the 
distribution practices of the particular industry, but, in each case, 
was intended to provide proper compensation for the contract ware- 
house when the material was resold. 

In other words, the contract warehouse would procure materials 
for stock, and sell them to those requiring them, in a normal industry 
pattern. Part of the inventory would come from excess stocks, part 
from original producers. But in either case, a contractor needing 
material urgently was dealing with an actual inventory in being and 
not with a figure on a card index, which might or might not be accurate. 
So far, so good. The original faults (errors in reporting, lag in 
deletions, and diversion of reported items to other use) were elimi- 
nated. ASU still had tight control of the program and of the agents 
and their actions. The program progressed smoothly for all 
concerned. 

In 1944 however, an unforeseen problem arose. Up until that time, 
the market price of aircraft materials and components had been fairly 
firm, accurately reflecting the costs of manufacture. However, as 
manufacturers of the goods gained more and more experience, and 
as quantities increased to a point where manufacturing savings could 
be made, the price of the materials from the prime manufacturer 
began to turn soft, and actually slip rapidly downward. 

The manifestation of the free market left the earmarked ware- 
house in a predicament. If the warehouse followed the level of the 
market, aiid sold shelf stock at market price, it would lose money on 
the transaction. However, if it refused to follow the market down- 
ward, and simply sat tight on its inventory, then the AAF would take 
the inventory off its hands at the end of the program with no loss to 
the warehouse, under the terms of the contracts. Thus, the warehouse 
found itself between the alternative of losing money, or of ceasing 
the selling of its earmarked stocks. Naturally, the selfish tendency 
was to sit tight and wait for the AAF to take the goods at cost. 

As soon as this problem became evident, ASU went to work to de- 
vise a means of eliminating it, and again with counsel and advice from 
industry, the program was again modified. This new plan, the third 
in the series of steady improvements on the original, provided for 
an outside company, acting as contractual agent for ASU, to become a 
clearinghouse for excess stocks, and to route those stocks into redistri- 
bution warehouses as Government-owned property, for sale at current 
published market prices by a chain of redistribution agents throughout 
thecountry. These agents were selected with care and after exhaustive 
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investigation. Each agent was a reputable distributor in his parti- 
cular field, with a background of experience, and with a financial and 
ethical reputation beyond criticism. The agent’s background was 
required to include authorized representation on reputable lines of 
goods in the field which he covered. In other words, these original 
agents were the cream of the crop in every way. Such precautions 
were deemed necessary, as the agents were to be intrusted with mil- 
lions of dollars worth of Government property, and even one un- 
ethical agent could bring disastrous criticism upon the entire program. 

The Murray Cook Corp., of New York City, was appointed (under 
contract) as the central clearinghouse by the Metals Reserve Cor- 
poration of Reconstruction Finance Corporation. All contractors 
were required to report their excess stocks to Murray Cook Corp. on 
prepared forms. They were then tabulated, reproduced, and dis- 
tributed to agents specializing in the particular goods listed. These 
agents would screen the lists, and advise Murray Cook Corp. what 
they desired for their stock. Murray Cook Corp. would then issue 
shipping instructions to the owning contractor to ship the goods, on 
Government bill of lading, to the redistribution agents. The owning 
contractor would thus clear his own stocks and his own books of the 
excess goods, and the Government would assume ownership and begin 
redistribution through the contractual warehouses. 

Please notice the progress of the consecutive stages of the program, 
from inception to the above outlined stage. At every stage difficulties 
which were impossible to foresee had cropped up, and every new stage 
was a cautious and sure fire step devised to eliminate the difficulties 
to that date. 

Now, at this third stage, a program as nearly ideal as possible had 
been reached. Excess stocks were being rapidly removed from the 
plants of contractors, and rapidly reoffered for sale. Millions of dol- 
lars’ worth of goods were pulled out of dead stocks and efficiently 
channeled back into use. The return to the Government was high. 
The cost of the program was low. 

All of these steps had been taken under the direction of the 
Aircraft Scheduling Unit, at Dayton, and under their active control. 

Looking back, 19 months were lost in arriving at an efficient program 
because of lack of precedents and experience. Starting from zero 
a program was constructed step by step, and its construction took 19 
long months. It is important that this serious loss of time not be 
duplicated. The experience gained in the years of 1942 to 1945 is still 
too easily available, and too valuable to be ignored. An organization 
along the pattern of the central clearinghouse redistribution plan can 
be set up quickly and efficiently, using the experience already gained, 
and paid for. The price should not be paid twice. 

Mr. Ho.trtetp. I think that preliminary part of your statement is 
a fine statement of the history. This subcommittee knows something 
about it, because several of us served on the Rizley surplus property 
subcommittee during this period of time you speak of. _ 

I centainly agree with you that we should not go into this coming 
period of mountains of excess and surplus material without a well 
thought out plan in advance, for the benefit of the Government as well 
as the taxpayer. Your proposal now starts from there? 

General Merzcer. Yes, sir. 


22862—52——2 
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Mr. Houirtetp. Will you proceed, unless there are some questions at 
this point by members of the subcommittee. 

Mr. McVey. I would like to ask one question. I am wondering 
what plans you have to eliminate or curtail the purchases of material 
which will become surplus because of the unusual quantities ordered. 
1 want to give you this example. This is not a rumor. It came 
from a manufacturer who received the order. 

He received an order for 200,000 brain forceps. He had manu- 
factured, before the receipt of that order, perhaps half a dozen of 
those brain forceps a year. 

I am wondering why the services would require 200,000 brain for- 
ceps. Certainly, we do not have that much brain trouble in the 
services. 

Mr. Gotpen. Some people question that. 

Mr. McVey. What is the answer to that? Why do we order such 
large quantities of certain material ? 

eneral Mrerzcrr. That is a little bit out of my field in the Air 
Force. I would answer your question in this manner. I would like 
to state that the requirement for any item procured by the service en- 
visions or by necessity demands a pipeline quantity which places 
very often a requirement difficult‘to understand. When I say a pipe- 
line quantity I mean stocks which are in transit and in distribution 
to the various locations of deployment of the forces of the particular 
service buying the item. It may be that the forces are deployed to a 
thousand locations, and that there may be at every location an in- 
stallation requiring X number of that particular item. 

So it naturally ellows that the numbers of locations multiplied by 
the number of items necessary to have on hand at one location gene- 
rates a large requirement sometimes difficult to understand. 

Have I made myself clear? 

Mr. McVey. I understand your explanation, but it does seem to 
me that orders are placed for quantities in unreasonable amounts that 
create the surplus problem which we have. 

General Merzcrer. Added to the actual number of items necessary 
for stock at each location that I mentioned, there is another sizable 
item, the quantity necessary to be in transit to these locations to re- 
place supplies lost, damaged, strayed, or stolen, or whatever it could be. 

Mr. McVey. I was only trying to get at the source of this trouble. 
If we are ordering quantities which are too large, if there is some 
way to control that we would not have so much trouble with surplus 
material. 


STATEMENT OF T. A. PILSON, CHIEF, PROCUREMENT POLICY 
DIVISION, OFFICE OF PROCUREMENT, MUNITIONS BOARD 


Mr. Pitson. I am from the Munitions Board. My name is T. A. 
Pilson. I believe that we made a presentation to this subcommittee on 
requirement coordination to which field your question pertains. 

The Department of Defense has gone very considerably into this 
program with the hope of assurance that we would not buy 200,000 
widgets, whatever they are, if we did not truly need 200,000 widgets. 

The three departments in turn have engaged in a comparable re- 
quirements assurance program of those items which we do not con- 
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trol. We control roughly 700 important items at the Department of 
Defense level. 

Thereafter the departments themselves have set up a comparable 
assurance where the proponents of buying are given an opportunity to 
justify before a board in the Department that quantity and that item, 
too, so that we have gone very considerably into that. 

That is really another consideration, but I believe that we have made 
a presentation to this committee, have we not, sir ? 

Pang Houirtevp. I think a presentation was made on that by Admiral 
ing. 

Mr. Puson. By Admiral Ring and Mr. McNeil. 

Mr. Hoxtriexp. Is it not true that you have only recently gotten 
into a new program of coordination of procurement requirements? 

Mr. Puson. That isa year o!/, yes, sir. 

Mr. Houirretp. About a year old U 

Mr. Puson. It is about a year old. It probably took 3 or 4 or 5 or 
6 months to develop. 

Mr. Houirte.p. As you say, that is another subject. 

Mr. Pirson. Yes, sir. 

Mr. Houtrrerp. Which I think is very important. I think we 
should have some hearings if we get the time, Mr. McVey, on the 
coordination of procurement, but the problem we are talking about 
here this morning is this excess after it has been generated. It can 
occur for many reasons. 

Mr. Curtis. Could I ask a question ? 

Mr. Ho uirtevp. Yes. 

Mr. Curtis. Getting back to your original contracts, in your his- 
tory, those have been cost-plus contracts, have they not? 

General Merzcer. You are talking about the prime contracts? 

Mr. Curtis. Yes, your prime contracts? 

General Merzeer. In most instances at that time they were cost- 
plus contracts; yes, sir. 

Mr. Curtis. Is that not the reason why you make the statement on 
the bottom of page 3, “An aircraft contractor is interested in just one 
thing, producing and keeping the schedule,” and, “is only interested 
in an academic way in redistribution of excess stocks.” 

Tt is because he has a cost-plus contract that it does not make any 
difference to him if he has overbought on the prefabricated spares. 
Would that not be an accurate observation ¢ 

General Merzcaer. Not entirely, sir. 

Mr. Curtis Why would he not be interested in redistribution of 
stocks? That is the key to the thing. 

General Merzcer. He is not staffed to act in the role of a distributor, 
even for his own excesses in which he has his own money invested. 

Mr. Curtis. Let me interrupt again in order to keep you on the 
point I am trying to develop. 

General Merzerr. Yes, sir. 

Mr. Curtis. He is not interested because it does not make any 
difference to him in a financial way. You see, the whole trouble here 
is the problem we have of messing around with the profit motive which 
is the key to our profit system in this country. And this is a system, 
of course, of socialism that may be necessary, but, on the other hand, 
you are pointing out here that the contractor has no financial interest 
in redistribution of excess stocks which, in my opinion, goes back to 
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the original form of the contract which is a cost plus, which may be 
necessary. 

General Merzcer. Even under a fixed-price contract, sir, we are 
dealing here with surpluses generated for which the Government is 
contractually responsible. 

Mr. Curtis. That is the whole point. That is the reason the air- 
craft contractor is not interested in redistribution. Is that not true? 
He has no financial interest in seeing to it that he does not have 
excess stocks. 

General Merzcer. That could possibly be true. He has no incentive 
to move Government-owned property which may be surplus. 

Mr. Curtis. Yes, but how does it get to be Government-owned, that 
is a point. Normally, if you order a certain quantity of airplanes, 
say 150 PBM’s with which I am familiar, from the Martin plant and 
on a cost-plus basis, then it would not make any difference to him how 
many excess spares he might have floating around there, would it, if 
it is a cost-plus contract ? 

General Merzcer. Well, yes, it would. 

Mr. Curtis. How does the Government get itself into the position 
of owning the excess stocks ¢ 

General Merzcer. Under a cost-plus contract for the same reasons, 
generally, that the Government finds itself in a position under a fixed- 
price contract, namely, engineering changes, changes in schedule and 
terminations where we learn as we proceed that the items we are buying 
are not the items which work to our advantage in combat and, there- 
fore, call for changes in planning, changes in procurement of items 
and changes in engineering and design. 

Mr. Curtis. How would that affect it? Let us take the subject of 
your AN standard fittings. How would a change of that nature give 
you a lot of excess fittings? I can see how some changes would affect 
that in a major way, but rivets, for example. 

General Merzcer. Rivets are not an AN fitting. 

Mr. Curtis. It is a standard. 

General MerzcGer. It is hardware. 

Mr. Curtis. Well, you call that hardware? 

General Merzcer. An AN fitting. They are two quite divergent 
problems in AN fittings and in hardware, sir. 

Mr. Curtis. I am just trying to get an illustration why you would 
get your excess. Let me go on to my next question which will prob- 
ably tiein. Do you not, when you order a certain quantity of airplanes, 
at the same time enter into a separate contract for a certain number 
of spares? 

General Mrerzcer. Yes, sir. 

Mr. Curtis. And is not that actually where you get a lot of your 
excess quantities, is it not in the unrealistic spare contract where you 
buy your spares ¢ 

General Merzcer. No, sir, we do not feel that our spare program is 
unrealistic. In fact, we are hurting for spares across the board today. 
The contractors are not concurrent in their shipment of spares with 
their end-item schedules. 

Mr. Curtis. Then that does not answer it? I am still getting back 
to why is there not an incentive on the aircraft contractor to redis- 
tribute his excess stocks—why is there not an incentive ? 
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Mr. Houirtevp. Will you yield ? 

Mr. Curtis. Yes. 

Mr. Houtrrexp. Is that not what you are trying to develop in this 
plan, a plan that wilkgive to those people an incentive—is that not 
one of the objectives of this APRA plan ? 

Mr. Curtis. That is what I am interested in. You give them an 
incentive and they will put on the personnel—they will figure out a 
way of doing it. If he may be interested in only an academic way, 
in the redistribution of excess stocks you have right there the nub of 
your trouble, because he has to be interested in a financial way. 

At the bottom of page 6 you say that you are referring to this ware- 
houseman who has taken over some of the inventory. “Naturally, the 
selfish tendency was to sit tight and wait.” I do not like the use of 
the word “selfish,” that is, the phraseology “selfish tendency,” be- 
c@#use that is the profit motive and that is what you want exactly to 
encourage. Ido not call it from the selfish standpoint. I call it from 
the profit standpoint which ultimately is the most efficient, because 
it will make more money for him, if he does it. 

If you could get a selfish tendency in here on the part of the air- 
craft contractor in the redistribution of excess stocks you would prob- 
ably solve your problem without having to go into all of this elaborate 
superstructure. 

General Mrerzcer. Sir, we do not feel that the aircraft contractor 
or the manufacturer should play the role of a merchandiser of com- 
ponent parts which he buys. We do not feel that the aircraft in- 
dustry wishes to become merchandisers of component parts and raw 
materials. 

Mr. Curtis. It does not matter whether he does it himself or not. 
It is a question if there is a profit incentive there, then the problem will 
be solved. 

We had a situation in the Hardy subcommittee where they investi- 
gated the distribution of automotive spares in the Ordnance Division 
of the Army, and they figured that the system set up by private enter- 
prise in the distribution of automotive spares, that there was too much 
profit in it. 

Again, we are getting to the key situation. If there is no profit 
in the distributing of excess stocks or spares, you will not have it 
solved. 

General Merzcer. I think the manufacturer is interested, naturally, 
in disposing at the highest possible dollar return of excess inventories 
which he owns, and for which the Government is not contractually 
responsible. 

Mr. Curtis. That is right. 

General Merzcer. He is interested in that. He is not interested 
in redistributing or disposing of property which is Government-owned 
which the Government is contractually responsible for due to en- 
gineering changes or schedule revisions, nor is he in a position, in 
our opinion, if we were to give him a profit incentive, to provide 
the Government with the highest dollar return because he is not in- 
terested in that business. He is interested in producing the articles 
which we are buying, the complete aircraft, engines, struts, instru- 
ments, whatever the material or the part that is involved. 

Mr. Hottrtecp. Will you yield there ? 

Mr. Curtis. Yes. 
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Mr. Ho.irtevp. And the incentive which you propose to give him 
in that field througi this plan, as I understand from my brief scrutiny 
of it, is a quick declaration of this material and a uick credit to him, 
which is the incentive to cause him to do that: And then as far as 
recapturing the value of that part of it, that part of your plan is 
something else ? 

General Merzcer. Yes, sir. 

Mr. Hotirtevp. But to get out of the producer’s hands immediately 
his excess stocks by declaration and giving him credit on his contract. 

General Merzeer. That isright. That is correct, sir. 

Stocks which are Government-owned and at the same time possibly 
make available to him, if he wishes to accept, procedures which he 
may turn to for disposal of his own surpluses, but not necessarily. 
That is his prerogative. If he wishes to-use any organization or a 

rocedure such as we are discussing or will discuss here that is His 

usiness for his own materials, or he may continue to dispose of his 
own quantities as he sees fit. 

We are only interested at this point in Government-owned parts. 

Mr. Curtis. Just to get this straight, let me ask another question. 
Getting into your proposal you list the materials involved as raw ma- 
terial and no product form. How would the Government, the Air 
Force ever come to own any of that? 

General Merzcer. Complete termination, for example, sir, where 
we do not want any of what we are buying, and partial termination. 

Mr. Curtis. We are talking about raw material. Extrusions, for 
example, or sheet aluminum ? 

General Merzcer. Yes; tubing, bar stock. 

Mr. Curtis. Under your contracts it is possible for the Air Force 
rs actually become the owner of that raw material in mill-product 
orm ? 

General Merzcer. Either partial or complete termination; yes, sir, 
it belongs to us. 

Mr. Horrman. The Air Force found out that the contractors had 
on hand surplus material? 

General Merzcer. Sir, may I ask you to repeat that? I did not get 
the full question. 

Mr. Horrman. Read the question. 

(The question was read.) 

General Merzcer. Yes, sir. 

Mr. Horrman. From the first the plan was to have those contractors 
send in lists of the surplus? 

General Merzcer. Yes, sir. 

Mr. Horrman. And that information was to be made available to 
anyone who wanted to purchase? 

General Metzcer. To anyone who wanted to purchase? No, sir; 
not at that point. 

Mr. Horrman. No? To whom? 

General Merzcrr. To those engaged in the aircraft program or in 
any defense program. 

Mr. Horrman. Now under plan No. 1, to whom did they send that 
information, the contractors? 

Mr. Hottrretp. To the Murray Cook Corp. 

General Merzcer. That was plan No. 3. 
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Mr. Horrman. I am talking about No. 1. 

General Merzcer. Sent that in to ASU which was the predecessor 
to the APRA organization which we now have. 

Mr. Horrman. And that did not work ¢ 

General Merzcer. No, sir. 

Mr. Horrman. For the four reasons you have given here? 

General Merzerr. Yes, sir. 

Mr. Horrman. Then the next thing they did was to have a ware- 
house organization ? 

General Merzcer. Yes, sir. 

Mr. Horrman. Where this surplus was brought and stored ? 

General Merzeer. Yes, sir. 

Mr. Horrman. Then the people who were entitled to receive this 
surplus were supposed to draw on that? 

General Merzcrr. Yes, sir. 

Mr. Horrman. That did not work? 

P General Merzcer. That worked in part. It worked better than the 
rst plan. 

Mr. Horrman. Yes, but still did not work the way you wanted 
it to? 

General Merrzter. No, sir; not the way we wanted it to, because 
costs were guaranteed to the warehouseman and we became—— 

Mr. Horrman. You found the storage piling up? 

General Merzcer. We became subject to market fluctuations which 
as outlined here resulted in a loss. 

Mr. Horrman. That is to say 

General Mrerzcrer. To the warehouseman if he sold. 

Mr. Horrman. So one could go on the open market and buy cheaper 
than the warehouseman could sell ¢ 

General Merzcer. As the market fluctuates—— 

Mr. Horrman. Another plan was devised, this one of turning all of 
this information and the surplus itself, the physical possession of it 
over to the Murray Cook ? 

General Merzcrr. Yes, sir. 

Mr. Horrman. And Murray Cook then was to send out lists to 
whom ¢ 

General Merzcer. To agents, distributors of Murray Cook. 

Mr. Horrman. Its own affiliates or subordinates ? 

General Mrerzcrer. They were agents operating for Murray Cook; 

es, sir. 
“ Mr. Horrman. Where did Murray Cook get its pay—where would 
Murray Cook gets its pay for handling this stuff ? 

General Merzcer. Murray Cook, if I recall correctly, operated on a 
fixed-fee cost-plus basis. 

Mr. Horrman. Oh, yes, Murray Cook could not lose anything, could 
they ? 

General Merzcrr. No, sir. 

Mr. Horrman. And your statement as submitted here, from page 10 
on to page 22, 12 pages, is an explanation of how Murray Cook is to 
operate ? 

General Merzcrr. No, sir. We do not propose a Murray Cook type 
of operation in this. 

Mr. Horrman. You have another one —this is the fourth one? 
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General Merzcer. Yes, sir. 

Mr. Horrman. And it calls for a new organization ? 

General Merzcrr. No, sir. It calls for the acceptance of this prob- 
lem by the agency, the Government agency, whom we feel responsible 
for this. 

Mr. Horrman,. General Services Administration ? 

General Merzcer. Yes, sir. 

Mr. Horrman. That is the whole thing in substance, is it not? 

General Merzoer. Yes, sir. 

Mr. Horrman. Why devote 12 pages to telling GSA how it should 
operate ¢ 

General Merzcer. That is a good question. 

Mr. Horrman. As the chairman says, the General Services Admin- 
istration does not want it. 

Mr. Houirrevp. I will have to restate that. That was an aside re- 
mark. I said that it is possible, although we have not called the Gen- 
eral Services Administration and we will call them—that General 
Services Administration is not in harmony with the plan—maybe 
they do not want the responsibility in view of the fact that Congress 
has taken away from them funds to handle excess and surplus prop- 
erty. And they are now forced to delegate back to these owning 
agencies this particular function. 

Mr. Horrman. You see where we get? We get back to the same old 
request, more funds. They cannot handle it unless they get more 
money. 

You said not an organization. Let me look at this. Page 9, an 
organization can be set up quickly and efficiently. If that is not setting 
up a new organization I do not understand English. 

General Merzcrer. We are discussing there, as it will be brought 
out in our presentation 

Mr. Horrman. What is that? 

General Merzcer. The organization that we refer to there on page 
9. That is the distributor organization which we recommend be 
employed by General Services Administration to merchandise 

Mr. Horrman. These 12 pages? 

General Merzcer. Yes, sir. 

Mr. Horrman. That is a new organization, is it not ? 

Mr. Houtrtevp. Is it not true that it is utilizing existing organiza- 
tions and bringing them together into coordinated programs? 

General Merzcer. Yes, sir. 

Mr. Houtrretp. Under the General Services Administration ? 

General Merzcer. Under the supervision of the General Services 
Administration. 

Mr. Hotirtetp. Will you proceed to give us your plan now and let 
us go through the plan? 

Mr. Horrman. You mean it is necessary? This is all for the benefit 
of the General Services Administration. Why does not General Serv- 
ices Administration take it and tell us what is wrong with it? We, 
certainly, do not know. 

As one member of the subcommittee, I do not know what I will gain 
by going through this plan when the General Services Administration 
in the end will do just as it pleases about how it will operate and handle 
this surplus property. 














1 na eA ea 











CRITICAL MATERIALS AND AIRCRAFT PARTS 19 


Mr. Houtrretp. The General Services Administration is responsible 
to this committee for the administration of Public Law 152 and we 
are responsible to the people to see that it works. That is what we are 
hoping to get, some good out of these hearings. 

fr. Horrman. You have been on this committee trying to deal with 
surplus property for 10 years. You know they will do just as they 
please. 

Mr. Houirieww. I would not agree to that completely. 1 think we 
have caused them to do a lot of things. 

Mr. Horrman. Am I not correct, the Air Force is just getting rid 
of this property, this problem, what to do with the surplus property, 
and suggests that we dump it over on General Services Administra- 
tion—is that not right ¢ 

General Merzcrr. No, sir, no, sir. 

Mr. Horrman. What is it? 

General Merzerer. The Air Force is interested in the highest pos- 
sible dollar recovery to the Government of any surplus property which 
has been generated for any reason. 

Mr. Horrman. And the three attempts to do that have not been 
effective? 

General Merzcer. We do not feel that the Air Force, military or 
civilian 

Mr. Horrman. Is equipped to handle it? 

General Merzeéer. Is equipped to handle it. 

Mr. Horrman. So you want the General Services Administration 
to do it ? 

General Merzcrer. The General Services Administration we feel has 
the responsibility for such redistribution. 

Mr. Horrman. You give them a plan how to do it ? 

General Merzcer. We make recommendations which we hope will 
bring forth the largest dollar return to the Government in the dis- 
posal of this property. We feel that a merchandising effort is nec- 
essary to properly protect the Government’s investment in this prop- 
erty and that such merchandising effort should be engaged in under 
the supervision of General Services Administration, but by people 
and companies presently engaged in their normal business endeavors 
in merchandising the type of property which is presently surplus. 

Mr. Houtrrevp. As a matter of fact, does not this plan promote the 
free-enterprise principle of handling this rather than setting up a 
Government agency such as the War Assets Administration ? 

General Merzcer. It most certainly does. 

Mr. Houtrtexp. It is completely along the line of letting private in- 
dustry do the job rather than to set up a great organization of 40,000 
employees like we had under the War Assets? 

eneral Merzcer. Yes, sir. 

Mr. Houtrtrevp. I think that this subcommittee is interested in this, 
if it can be done. 

Mr. Curtis. Might I make a comment! The interesting thing to me 
is the fact that when the aircraft company owns the spares, the-excess, 
they are able to get rid of them. If you approached it right in the be- 
ginning in canceling out a contract or, in the event of a change, which 
is a modification which creates surplus—if in canceling it out the com- 
pany were given credit for some value for these spares, and you let 
them have it, never let these things get into the Government’s hands, 











20 CRITICAL MATERIALS AND AIRCRAFT PARTS 


you would eliminate the problem, because they are in the business to 
a certain extent of disposing of excess. Any manufacturing company 
is in the business of disposing of its excess, because it has contracts 
canceled out in private industry constantly which generates spares in 
its hands. 

Why we have ever gotten into the position of owning all of these 
excess parts is the thing that beats me. 

General Merzcer. There are legal kere involved in our pro- 
curement regulations in that respect. And may I ask that Mr. Golden, 
who is eminently qualified, I am sure, in that field, answer that 
question ? 

Mr. Curtis. I might state before you begin, that is something that 
many of us, myself and, I know, Mr. Holifield, are concerned with, 
how we initially enter into these contracts, because we feel that a lot 
of this spare problem and surplus could be eliminated possibly by re- 
vising our original contracts. 


STATEMENT OF MAX GOLDEN, DEPUTY FOR MATERIEL PROGRAMS, 
OFFICE OF THE UNDER SECRETARY OF THE AIR FORCE 


Mr. Gotven. This is not purely a legal problem. My name is Max 
Golden, Office of the Under Secretary of the Air Force. 

We do exactly what you suggest that we do. We feel that does not 
go far enough. 

When a contract, for example, is terminated, either partially or 
completely, the opportunity is afforded under the normal standard 
procedures, which are probably universal throughout the Government, 
for a contractor to either keep the excess material he has on hand for 
himself, if he can use it in production, or, if he cannot use it, has no 
need for it, obviously it is a legitimate termination cost. 

Now imposed on top of that is our need. There may be excess prop- 
erty that has been generated as a result of subsequent termination that 
we want. We would then initiate the procedure whereby we would 
take over that property, either for our own service stocks or dispose 
of it. 

Mr. Curtis. It would not be surplus, if you needed it. 

Mr. Gotpen. It would be surplus to him, excess to him. 

Mr. Curtis. But it would not create a problem for us and the 
Government. 

Mr. Gotpen. It does create a problem, because in many, many in- 
stances he has no longer any need for it. If it is obsolete, for instance. 

Mr. Curtis. No, no; I was commmenting on your saying if we had a 
need, the Government had a further need for it, then we would take 
it. That is not in this picture, because it is not a Government surplus. 

Mr. Gotpen. Let me put it this way, if we have a need for it we take 
it for service stocks. If we do not want it he is permitted to retain 
it at his acquisition cost, for example. If he does not want it, then 
he turns around and he gets competitive bids on it and tries to sell it. 

Mr. Curtis. That is in the event where the Government might end 
up with property that someone does not want? 

Mr. Gotpen. Understand this, that you are not only talking about 
the greatest return here on the dollar, that is fundamental, but also 
this plan has an integral aim, a primary aim, to redistribute the prop- 
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erty. And you might find under the haphazard proces, for example, 
of competitive sales that we had during the last war, that the property 
went to junkies and anybody else that was out to make a killing on 
the thing. 

Mr. Curtis. Yes. And I submit that you probably saved more 
money in the long run by doing just that and keeping the Government 
out of it, getting the Government out of the thing just as soon as you 
could, because some of this stuff as we well know in studying the surplus 
property problem, went 3 or 4 years later at a much less return to the 
Government and a much greater killing. 

I do not object to people making money, in fact, I am very much in 
favor of it. I think that is the way of getting this out of the Govern- 
ment’s hands. Let there be a profit in it. 

Mr. Gotpen. This plan will aid and expedite getting it out of the 
Government’s hands, I think. 

Mr. Curtis. Not with eight pages like this. 

Mr. Gotpen. Let me add this one thing, this new procedure is super- 
imposed on top of what we normally do and what you are in favor of. 

Mr. Horrman. Superimposed is right. 

Mr. Goutpen. In other words, it takes it out. I think General 
Metzger has well explained that we go forward under normal pro- 
cedures—perhaps he has not explains that—he has not been given a 
chance to give you a capsule version of what this does. It permits 
the contractor to keep what he wants, the competitive bids and sales 
in the normal procedure. However, we have found that that has not 
completely worked. It has not resulted in a proper distribution or 
proper —— 

This added feature, we feel, would channel the thing properly back 
to our aircraft manufacturers,,as he has pointed out. You find short- 
ages in one plant and overages in another of the same item. It is that 
very crucial thing that we think this plan offers some help on. 

Mr. Horrman. Right on that one, that is the fault of the service 
itself. Congress cannot remedy that by legislation. That is a ques- 
tion of efficiency that you were talking about just now. If there is 
too much here at this end of the table and not enough down there, 
there is not any law that will fix that. 

I want to ask the general a couple of questions. We have in this 
country many selling agencies, for instance, Montgomery Ward & Co., 
Sears-Doebuck, Butler, and all of those people. Has any considera- 
tion been given to the proposition to turn all of this surplus over to 
one or a group of those organizations and let them get their money out 
of a percentage fee? 

General Merzerr. That is this plan, sir. 

Mr. Horrman. If they make a bigger profit for the Government— 

ardon the use of the phrase bigger profit—at a less cost or loss to the 
overnment, you give them a higher fee. 

As long as 10 years ago members of this committee proposed 
that that be done, that we just wash our hands of it because of the 
administrative costs, storage, and everything else. 

General Merzeer. That is this plan. 

Mr. Horrman. Is that what this plan is? 

General Merzorr. That is this plan. 
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Mr. Horrman. Why should you bother yourself to write for a 
couple of hard-boiled eggs? I think I could put it on one piece of 
aper. 
r Sennel Mertzcer. I ask your indulgence, sir, and epologize for the 
length of this presentation. 
Mr. Horrman. You do not need to, so far as I am concerned. 
General Merzcer. If the chairman will agree, I would like to turn 


to chart No. 2. 
Mr. Ho.trrevp. I would like to have the subcommittee have the 


benefit of the full proposal here, General. It is only 12 pages or so, 
and I would like you to present it. I think it should be put into the 
record at this point. There may be points that we want to question 


you on. 
Will you proceed? We will apply it to the charts later. 
General Merzeer. All right, sir. [Reading:] 


STATEMENT 


World War II experience indicates that it is impossible to expect aircraft 
manufacturers and their subcontractors to carry on a redistribution program 
among themselves, however, desirable such a procedure might be. It was also 
learned that such a program could not effectively be carried on by service per- 
sonnel within the services. More effective utilization of all facilities, manpower, 
and matériel is permitted if the services maintain no more than a coordinating 
function within the program. 

1. INTENT 


A. This proposal is intended to provide a means of returning to productive use, 
in the aircraft program, matériel of apparent usability. The procedures sug- 
gested, however, may be expanded to provide for the disposition of matériel for 
which no reuse within the aircraft program is reasonably apparent. 


2. PURPOSE 


A. Assist in alleviating shortages of critical matériel. 

B. Reduce demands upon the services for expansion of productive capacities. 

C. Reduce to a minimum the loss to the Federal Government resulting from 
program and contract changes. 

D. Reduce to a minimum dislocation to industry resulting from’ dumping 
matériel after the emergency. 


3. MATERIEL INVOLVED 


At the outset, the matériel to be processed by this program will be limited to— 

A. Raw material in mill produce form. 

B. Hardware, bearings, and fittings to AN specifications or of standard con- 
tractor nomenclature. 

C. Components: to include matériel of apparent usability in the aircraft pro- 
gram not covered by A or B. 

(1) Because of the definitions already established for “idle,” “excess,” and 
“surplus” matériel by governmental directives, no emphasis will be placed upon 
the differences between these categories. The usability of any of these categories 
is not dependent upon their description. This matériel may be either that 
generated under a cost-plus-fixed-fee (CPFF) contract, or under a fixed-price 
(FP) contract as a result of engineering or contract changes, terminations, com- 
pletion, revision of manufacturing methods, etc., and, therefore, for which the 
service has the contractual responsibility to relieve the contractor. Contractor- 
owned matériel which the services do not have the contractual responsibility to 
acquire shall not be included therein. 


4. PROGRAM 


This proposal is an adaptation of the procedures utilized in World War LI, with 
such basic alterations as are dictated by the present emergency and the experience 
gained. 
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A. Matériel not realloceted or required within a short period of time by the 
services will be disposed of through General Services Administration and dis- 
tributors (agents) in normal industry channels. The procedures for this are set 
forth on the following three charts— 

We could turn to the chart, or I could just skip that without any 
further reference to it. 

Mr. Hoxtrrevp. If you want to call attention to the applicable mate- 
rial, it might help us to understand it. 

General Merzcer. All right, sir. [Reading:] 


(1) Organization: This chart indicates the line of authority necessary to 
carry out the program. 


(Chart 1 is as follows :) 
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General Merzeer. In other words, the General Services Adminis- 
tration having supervision and jurisdiction over the agents, the dis- 
tributors, with Air Matériel Command in receipt of reports from the 
aircraft industry manufacturers furnishes information to the General 
Services Administration for surpluses which are desired to be moved 
by the General Services Administration organization with the Air 
Matériel Command dealing directly back and forth with those agents 
as well as with General Services Administration. 

Mr. Houirtevp. In other words, while the declaration would be 
made to the General Services Administration the General Services 
Administration \vould function as a clearing house and would direct 
that particular aircraft contractor to send his excess material maybe 
to another contractor or to a central warehousing, if it was not 
immediately needed ? 

General Merzcrr. The flow, Mr. Chairman, can be answered in the 
following chart. 
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Mr. Houtrtetp. We will just postpone your answer until you get to 
it on your presentation. 
General Merzcer (reading) : 


(2) Flow of reporting: This chart indicates the manner in which the avail- 
ability of the matériel is reported, in turn, to the service for and under whose 
contract it was required, to other governmental agencies, and, finally, to civilian 
distribution agencies. 

(3) Flow of redistributable matériel: This chart outlines the paths that 
matériel may follow in passing back into preductive use, either in usable form 
or as scrap and salvage. 


(Charts 2 and 8 are as follows:) 
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CuHart 3 
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General Merzcrr. Chart 2 answers that question that you asked, 
[ believe, Mr. Chairman. 

The aircraft contractor and the service representative live in the 
same house, so the service representative reports on behalf of the air- 
craft contractor and reports to the Air Matériel Command all sur- 
pluses which our Air Matériel Command will screen for service use. 
And the Production Resources Division of the Air Matériel Com- 
mand will screen those surpluses for critical shortages against critical 
shortages which have been reported by our contractors and draw off 
or recommend to the contractors having critical shortages spots where 
they may go to have them relieved as against these consolidated 
surplus lists. 
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AMC, of course, in the block above, will draw off for service use 
those quantities which are needed to support and replenish or satisfy 
authorized stock levels. 

After those requirements have been satisfied the balance will be 
reported to the Surplus Materials Division of the Bureau of Supplies 
and Accounts of the Navy which has the responsibility for Depart- 
ment of Defense surpluses to a certain extent. That Division will 
screen for other Government agency use; in fact, everyone in the 
Defense Department, all defense activities will have an opportunity 
to pick up and satisfy their requirements from these surplus quan- 
tities as reported to us. 

The balance, after all such requirements have been satisfied, will 
be forwarded to General Services Administration for recording, 
cataloging, and reporting to the distributors, so that General Serv- 
ices Administration becomes a supervisory executive organization en- 
gaged in recording and cataloging and for reporting the availability 
to the distribution chain whom we recommend. 

Mr. Houirtevp. And no legislation is required for that—that is 
their authorized responsibility at the present time, is it not? 

General Merzcer. That is a point, sir, which I am not qualified to 
comment on. If that authority does not exist we merely recommend 
that some authority be granted General Services Administration to 
engage in this. 

Mr. Houtrrecp. I think from my understanding of Public 152 that 
their responsibility is approximately defined there. The cataloging 
function has been delegated to the Munitions Board. Of course, 
they have the authority to dispose of surplus, to report availability 
to the distributors. There might be some additional legislation 
needed, although I doubt it, for the adoption of a plan such as this. 
I think they have that authority now. I am not passing any judg- 
ment on the plan. I do not know whether it is desirable or not, be- 
cause we want to hear both sides of this question. ; 

General Metzcer. At this point, I would like to comment that in 
recommending that General Services Administration become an execu- 
tive organization not engaged itself in merchandising through its 
own personnel, which the chairman so clearly and forcefully brought 
out in his remarks to Congress on the 13th of May, we are again rec- 
ommending that such distribution and merchandising be engaged in 
by those qualified to merchandise financially, organizationally, and 
with experience. 

Mr. Hottrtevp. In other words, in place of building another great 
Government bureau like the War Assets Administration was with 
40,000 people, you are recommending that existing businessmen be 
given the responsibility and the opportunity to do this job in which 
they are specialists? 

General Merzcer. Yes, sir. 

Mr. Horrman. With that I am in full accord. The only difficulty 
I find with that thing is fixing the fee that they should get. 

Mr. Houirtetp. The customary fees of distribution in private in- 
dustry might well be followed with such adjustments as are necessary 
to take into consideration the fact that they do not have their own 
money invested in the inventory. I think a formula could be worked 
out similar to that which the aircraft agents had after World War II. 
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I am not saying identical, but similar to that, recognizing existing 
principles of business and existing payment for services rendered. 

General Merzcer. I would think so, sir. 

Chart 3 is rather complex. 

Mr. Hotirrerp. Will you desist for just.a moment? The staff has 
called to my attention the authority to which I referred. It is in 
section 202 (a) of Public Law 152, Eighty-first Congress, and reads 
as follows: 

In order to minimize expenditures for property the Administrator shall pre- 
scribe policies and methods to promote the maximum utilization of excess prop- 
erty by executive agencies, and he shall provide for the transfer of excess prop- 
erty among Federal agencies. 

And of course there is other authority. 

Section 203 (b) states that the care and handling of surplus prop- 
erty pending its disposition and disposal, may be “performed by the 
General Services Administration or when so determirfed by the Ad- 
ministrator by the executive agency in possession thereof or by any 
other executive agency consenting thereto. 

It might well be that Congress would have to give them additional 
authority to go beyond disposal by an executive agency, to dispose of it 
by private qualified enterprises. That point might. ‘well require the 
attention of this subcommittee. 

Mr. Gorpen. At that time you might clarify the right to sell by 
the advertising route which is I think a matter that the General Ser- 
vices Administration has brought to your attention. 

Mr. Houtrrevp. That is correct. 

Mr. Gotpen. That may be involved here when you talk about di- 
verting to an aircraft manufacturer that needs it. 

Mr. Howrrievp. That is right. The problem of negotiated versus 
competitive bidding would come in there and some legislation might 
have to be adopted for this specific purpose. 

You may now proceed. 

Mr, Pinson. May [ ask one question for purposes of clarification ? 

Mr. Houirietp. Yes. 

Mr. Prison. On this chart, General, what is the existing situation ¢ 
Is that not the present procedure except with respect to the distribu- 
tors, the agents—is that not the present system as developed by the 
General Services Administration ! 

General Metzorr. Yes, sir. 

Mr. Prison. So the only thing new you have added is the idea of 
distribution through commercial agents? 

General Merzorer. That is correct, sir. : 

Mr. Hotirtevp. I think that is not quite correct. 

General Merzcrr. I was going to make one exception, sir, that is, 
that General Services Administration has qualified aeronautical prop- 
erty as nonreportable items and relegated the disposal of aeronauti- 
‘al items to the services. 

Mr. Horirterp. That is the point I object to. I object to it on the 
same grounds that you did, General, that the services are not mer- 
c handising experts. 

General Merzcer. That: is correct. 

Mr. Houtrretp. Their primary purpose is not in merchandising. I 
understand why the General Services Administration redelegated this, 
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because, as I say, they have no method of handling it at the present 
time due to lack of appropriations. 

General Merzcer. That is correct. 

Mr. Hourrrevp. And the services must do the job, but that does not 
mean that a method cannot be worked out whereby experts in the 
line can do the job. 

General Merzerr. That is exactly the point. 

Mr. Hottrretp. You will pardon me for interrupting, but I thought 
that authority should be cited. 

Mr. Curtis. Could I ask a question for information ¢ 
* Mr. Houirrevp. Yes. 

Mr. Curtis. Since 1942 has not the private aeronautical industry 
manufacturers and the distributors grown considerably, so that in 
the private field there is a lot more know-how than formerly existed, 
say back before 1942? 

General Merzerr. Unquestionably. 

Mr. Curtis. And a lot of this is that we are just growing up with 
the new industry, are we not? 

General Merzcrr. Yes, sir. 

Mr. Curtis. It seems to me that some of that will solve a lot of our 
problems here. 

General Merzcer. Perhaps, sir. 

Mr. McVey. In what position is the General Services Administra- 
tion in reference to this program in view of the fact that Congress did 
not continue appropriations for the General Services Administra- 
tion? Can it carry out this program without that appropriation? 

General Merzcer. I am not familiar with the appropriations, sir, 
for the General Services Administration, nor have we proceeded here 
beyond the planning stage. We have not explored the questions of 
cost and the implementation of our recommendation. 

Mr. Houtrtexp. I will say to the member of the subcommittee that 
we will have the General Services Administration to testify on that 
point. It is an important point. 

You may proceed. 

General Merzcer. In chart No. 3 the most important point is the 
distinction between contractor-owned and Government-owned sur- 
plus. Here we attempt to bring out that the aircraft industry contrac- 
tors in that widely wavering line may deal directly with-the distribu- 
tors who are operating under the supervision of the General Services 
Administration and employ them in this disposal of contractor-owned 
property, if they see fit. We are attempting to indicate here that the 
services, the Air Force, will in no way engage directly in the disposal 
of contractor-owned surpluses except to the extent that those spr- 
pluses may fit into our depot stock requirements or as presented in the 
previous chart in the solution of critical shortages among other con- 
tractors. (See chart No. 3 on p. 25.) 

The flow of material is substantially the same as presented in the 
other chart, but indicates that specialized distributors shall be ap- 
pointed. And by specialized we mean companies or individuals pres- 
ently engaged in the fieid of merchandising, such as hardware, ma- 
terials, components. 

That generally covers that chart. [Reading :] 
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STATEMENT—Continued 


5. FUNCTIONS OF PROGRAM PARTICIPANTS 


A. GSA: The basic function within the program is that of GSA, which— 

(1) Delegates authority to Air Matériel Command (hereinafter referred to as 
AMC) with power of redelegation to carry out their respective responsibilities 
under this plan. 

(2) Contracts with distributors (agents) for such agents to effect distribu- 
tion of matériel, either for use in available form, or as scrap, with compensation 
to be based upon sales. 

B. Service representative : 

(1) Action within the program will be initiated by the service representative 
at the plant level. In the course of general plant supervision, reports of avail- 
able matériel will be made on appropriate forms. In this proposed program, 
only matériel considered by the service representative to have apparent use 
within the aircraft program will be reported pursuant to this procedure. Pres- 
ent existing reporting of all other matériel will be continued, and such matériel 
disposed of pursuant to existing directives. 

(2) The forms will be prepared in triplicate. One copy will be sent to the 
service, and two copies will be retained by the service representative. 

(a) If the service copy is not returned within 60 days from date of mailing, 
the service representative will send one copy of the form to GSA, after deleting 
therefrom all matériel shipped pursuant to service or Surplus Materials Divi- 
sion, Bureau of Supplies and Accounts, Department of the Navy (hereinafter 
referred to as SMD) direction, or direct sale arrangement. 

(b) If the service copy is returned to the service representative within the 60- 
day period, the retained copies will be conformed to the returned copy, by 
striking out the items deleted on the service copy, and one conformed copy 
sent to GSA. 

(3) The service representative will pack and ship— 

(a) Any matériel deleted from the service copy, as directed: (1) By the serv- 
ice; (2) by SMD, or (3) upon direct contract sale, and 

(b>) All other matériel as directed by GSA, transferring accountability in 
accordance with existing directives. Shipment will be upon Government bill 
of lading except in the case of B (3) (a) (3) above. 

C. USAF: The services, upon receipt of the forms, will screen the available 
matériel for any service use, will issue shipping instructions to the service 
representatives for all matériel accepted by the service, and will delete from the 
forms all matériel so accepted. The forms must be processed and forwarded 
to Redistribution Branch, Production and Resources Division, AMC, in 20 days 
from the date of mailing from the service representative. Existing service 
regulations will govern acceptance of this matériel. 

D. Redistribution Branch: 

(1) Upon receipt of the forms Redistribution Branch, Production and Re- 
sources Division, AMC, will— 

(a) Screen reported critical shortages against the available matériel shown 
on such forms; 

(6) Advise the contractor reporting such shortages of the availability shown 
on the forms, and request the contractor to obtain the matériel directly from the 
reporting facility ;.and 

(c) Strike from the forms the items on which advice has gone to the con- 
tractur, unless definite notice is received that the matériel is not desired by the 
contractor reporting the critical shortage. 

(2) Not more than 5 days after receipt the Redistribution Branch, Production 
cae pmnereee Division, AMC, must forward the forms, processed as above, to 

(3) Redistribution Branch, Production and Resources Division, AMC, will, 
with the authority of GSA— 

(a) Coordinate functions of GSA and agents through appropriately located 
personnel. 

(b) Use GSA and agents to relieve critical shortages from warehoused 
matériel. 

E. SMD: The functions of SMD will be as directed under Department of De- 
fense conservation, utilization, and disposal policy memorandum dated March 14, 
1951. All matériel for which shipping instructions are issued by SMD shall be 
deleted from the forms, and the forms returned to the service representative 
at the plant reporting the matériel. 








30 CRITICAL MATERIALS AND AIRCRAFT PARTS 


(1) The total time from date of mailing forms from Redistribution Branch, 
Production and Resources Division, AMC, to the return of such forms, processed 
by SMD, to the service plant representative, shall not exceed 20 days. 

(2) SMD will issue to the services and other governmental agencies such 
directives as are necessary to carry out this function. 

F. GSA: 

(1) Forms received by GSA from the service representative shall be processed 
by GSA in accordance with its determination of proper procedure, provided, 
however, that: 

(a) Matériel reported on the forms shall be further reported to the agents, 
with instructions that GSA is to be notified within 5 days which items agents desire 
to accept. Within'10 days from the date of the receipt of the form GSA must 
supply the service representative with shipping instructions for all matériel 
reported. 

1. Matériel requested by an agent may be shipped directly to that agent. 

2. All other matériel must be received by GSA into storage reservoirs and held 
for possible acceptance or sale. 

(0b) Records of receipts must be kept, and reviewed periodically. 

(c) All matériel held by either GSA or any agent for more than 6 months 
from date of receipt shall be reviewed to determine whether such matériel 
should be scrapped or salvaged or held for further periods. After consulting 
with an Industry Advisory Committee and obtaining approval from GSA it shall 
be determined either to— 

1. Declare the matériel to be scrap or salvage, or 

2. Hold the matériel for a fixed period of time, not to exceed 6 months, and 
if not sold within such additional period it shall be declared scrap or salvage. 
All scrap arising under this program shall be sold by GSA or the agents pursuant 
to GSA regulations in effect at the time it becomes available for sale. 

(2) GSA shall have basic responsibility, in its own functioning, and that of its 
agents, to— 

(a) Receive, review, and select all matériel for redistribution from service 
representative lists. 

(b) Receive, count, and identify all matériel shipped. 

(c) Maintain adequate stock records and handle all accounting and recording 
of matériel for the Government. 

(d) Maintain adequate sales staff and accounting procedures (agents). 

(ce) Preserve and/or package for storage all matériel received. 

(f) Reinspect, as required, matériel in storage over extended periods. 

(g) Catalog and distribute lists of all matériei available for sale. 

(h) Maintain approved inspection and quality-control procedures. 

(i) Package and preserve for shipment all matériel sold. 

(j) Charge for and collect on all sales, assuming all liability of credit sales. 

(k) Reimburse the Government on all sales. 

(3) Financing for GSA will be supplied by GSA. 

(4) GSA will act as an agent of the Government and will hold all matériel as 
agent for the Government, picking up accountability for all such matériel on 
behalf of the Government. 

G. Agents: 

(1) Agents shall be selected by the authority and with the approval of GSA 
and the coordination of Redistribution Branch, Production and Resources Divi- 
sion, AMC, from recognized industry representatives. Such agents shall have 
the qualifications and be subject to the controls set forth in paragraphs 6 (A) 
and 7. 

2) Agents’ functions shall be those set forth in paragraph F (2) above, 
subject to the control of GSA. 

(3) Agents shall act as agents of the Government, holding all matériel as 
such and picking up accountability for GSA. 


6. QUALIFICATION AND COMPENSATION FOR ALL GSA AGENTS 


A. Agents: The success of the program depends upon the qualification of 
the agents. The following qualifications are suggested, neither inclusive of 
all qualifications nor essential to each agent selected. Consideration must, 
however, be given to the sum of these qualifications in passing upon each 
selection: 

(1) A history of business continuity of not less than 5 years in distributing 
or, manufacturing the specific aircraft matériel for which he is applying. 
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(2) Financial responsibility evidenced by a listing with a recognized credit- 
reporting orgahization. 

(3) Adequate warehouse facilities and experienced personnel. 

(4) Approval of (3) by an inspection team from the services. 

Agents are to be compensated on a percentage basis, depending upon sales 
actually made. Basic compensation should be expected to run about twice the 
normal distribution discount for the particular matériel. For example, the nor- 
mal current aircraft fastener distributor discount is 15 percent. Agents should 
receive 30 percent of the sales price of fasteners sold hereunder with appropriate 
adjustments for joint sales, sales to self, and scrap sales. 


7. CONTROL OF AGENTS ACTIVITIES 


A. Primary responsibility: The primary responsibility for activities of the 
agents shall be in GSA, and GSA shall delegate to Redistribution Branch, Pro- 
duction and Resources Division, AMC, such coordinating functions as may be 
required. 

B. Pricing: GSA will be responsible for price policies for all sales hereunder, 
subject to applicable OPS directives. It is intended that, as a safeguard, agents 
will be required to sell reported matériel accepted by them at not less than 
the lowest price for the same commodity in the same quantity to the same 
class of purchase as is currently quoted in writing by a reputable manufacturer 
of the matériel. 


8. CONCLUSION 


This proposal is designed to accomplish the purposes set out above, using 
to the maximum degree personnel experienced in the field of distribution of 
aircraft matériel. The utilization of GSA as more than a mere bookkeeping 
agency is intended to assure continuity of operation of the program. On the 
basis of past experience, it is recommended that privately owned and operated 
organizations (agents) with experience in the field be changed with the opera- 
tional functions of the program. It is recognized that under existing directives 
the legal authority of GSA to appoint agents may not be clear. Under such 
circumstances necessary authority and clarification must be sought. It is 
further recognized that this proposal deals with only a small segment of re- 
distribution of excess matériel, and therefore, it is desirable to point out the 
fact that implementation of any additional segment of Government excess inven- 
tories could be handled within this general proposal without any major changes 
or modifications. 

Mr. Houirretp. Thank you, General, for this presentation. 

Do the members of the subcommittee have any questions at this time 
to ask the general? Any further questions? If not we will recess 
until 2 o’clock this afternoon in this room. 

(Whereupon, at 11:45 a. m., a recess was taken until 2 p. m. of the 
same day.) 


AFTERNOON SESSION 


(The subcommittee reconvened at 2 p. m.) 
Mr. Houtrtrerp. The subcommittee will be in order. 


FURTHER STATEMENT OF BRIG. GEN. KERN D. METZGER, CHIEF, 
INDUSTRIAL RESOURCES DIVISION, AIR MATERIEL COMMAND, 
AND CHAIRMAN OF AIRCRAFT PRODUCTION RESOURCES AGENCY; 
ACCOMPANIED BY MAX GOLDEN, DEPUTY FOR MATERIEL PRO- 
GRAMS, OFFICE 0F UNDER SECRETARY OF THE AIR FORCE 


Mr. Hotirrerp. General Metzger, there are a few questions which 
I desire to ask you before we release you for the day. 

What is your estimate of the amount of excess aircraft materials, 
which is now in evidence in these different areas of inventory ? 
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General Merzcer. Our estimate of Government-owned surpluses in 
the hands of our contractors is approximately $10,000,000 in value at 
this time. 

Mr. Houirrmxp. Is that raw material? 

General MerzGer. Purchased parts. 

Mr. Houirretp. Component parts? 

General Metzger. Component parts, hardware, and raw materials. 
That is also over and above our termination inventories, which have 
not been developed at this point, inasmuch as termination action, par- 
tial or complete, is a very recent action. 

Mr. Houirievp. You tow not reached that point in aircraft pro- 
duction yet where there is a great number of contract terminations? 

General Metzger. No, sir, we have not. 

Mr. Houtrretp. But you will reach that point very soon, will you 
not? Many of the contracts that are now under construction will 
reach the point of termination ? 

General Merzerr. No, sir; we do not contemplate that. It de- 
pends entirely upon the program, our procurement program. We 
feel at this time that the program will support very generally most 
of our present procurement. 

Mr. Houirievp. I did not mean a final termination of the program. 
I meant termination of individual contracts and shifting to different 
types of planes, and so forth. 

General Mrrzcer. That shift is always under way, depending upon 
the change in our requirements and the planning of the Joint Chiefs 
of Staff. We do not, however, to answer your question directly, an- 
ticipate any large number or dollar value of terminations in the near 
future. 

Mr. Houtrteip. Does your reference to the dollar value of matériel 
include raw materials—and I speak of raw materials in the sense of 
plate aluminum and copper tubing—and that type of thing? 

General Merzcer. Yes, sir. 

Mr. Houirtevp. As well as the manufactured parts? 

General Merzcrr. Yes, sir. 

Mr. Houirretp. Are most of these materials of aircraft quality ? 

General Merzcer. Yes, sir. All are of aircraft quality, but may 
have some usefulness and acceptance in other production. 

Mr. Ho.trtetp. Now, you are making efforts to redistribute these 
materials at the present time, of course? 

General Merzcer. Yes, sir; through the prescribed procedures and 
channels. 

Mr. Houtrrevp. But that redistribution has not been as effective be- 
cause of the delay inherent in the present system ? 

General Merzcer. That is correct, sir. 

Mr. Houirrevp. And this new plan that you propose you think would 
speed that up? 

General Merzcer. I think it will speed that up. It would certainly 
prevent a pyramiding of surpluses, that is, the quantities to increase, 
which I certainly do not want, and it also will provide us, in our 
service stocks, which may be surplus or obsolete, with a merchandis- 
ing organization to dispose of them. 

Mr. Howtrietp. I believe you testified this morning that you 
thought that if experts in the handling of aircraft materials, either 
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in the raw material stage or in component parts, were employed fo do 
this redistribution throughout the aircraft program, they would do 
a better job than leaving it to the individual services ? 

General Merzcer. I believe that, sir. 

Mr. Hoxirtetp. Now, in the handling of these materials, I believe 
you further stated that you thought that people in private industry 
who had developed services and particular skills and particular 
knowledge would be more efficient in that redistribution than, for in- 
stance, a Government agency such as the War Assets Administra- 
tion was before ? 

General Merzcrr. I certainly do feel that; yes, sir. 

Mr. Houtrietp. Do you think it is necessary to have legislation in 
order to get around the present methods of disposal of property 
through competitive bidding and spot sales, the type that is allowed 
at present? As I understand it, this APRA plan would envisage 
almost a consignment program. 

General Merzcer. That is correct. 

Mr. Hottrievp. On the part of the Government, to these private 
industry people who would redistribute ¢ 

Gakaral Merzcer. That is correct, sir. 

Mr. Hotirtevp. Now, is it your opinion that the present laws are in- 
adequate to enable the Government to do that / 

General Merzcer. I believe that our present laws should be clarified. 
Now, the interpretation placed upon the powers of GSA may deter- 
mine that the present responsibilities and authorities of GSA are 
sufficient to make those consignments. In our recommendation, of 
course, we propose to utilize the responsibilities and powers of Gen- 
eral Services Administration to accomplish this consignment. 

Mr. Howtrietp. On that point, do you believe that the General 
Services Administration should effect this redistribution through con- 
tracts with private firms rather than through their own allocation 
set-up ¢ 

General Merzerr. I certainly do feel that there should be a con- 
tractual relationship between GSA and the recommended distributors. 

Mr. Hotirtetp. How could we insure fairness to industry in that 
type of arrangement? Would such a private firm be inclined to 
play favorites, or do you believe that you could get a private firm that 
would be objective enough in the initial allocation of these materials 
to agents to do the job thoroughly and objectively ¢ 

General Merzcer. I believe that the agents are properly qualified 
and of a caliber and stature—— 

Mr. Hovtrrevp. I am speaking about the organization that does 
. the distribution to the end agents. 

General Merzcrr. I believe that that organization should be GSA. 

Mr. Houtrrevp. It should be GSA rather than a private firm? 

General Merzeer. I certainly do think so. And we in the Air 
Force—and I am sure those in the aircraft industry—will be very 
happy to recommend or to help review the qualifications of any of the 
agents who would be under consideration by GSA. 

Mr. Hotirretp. You know that in the old program of aircraft 
agents, the title to the property was held in the Government’s hands. 

General Merzcrr. Yes. 

Mr. Howirmeip. Would you anticipate the transfer of title to 
agents / 
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General Mrerzcer. No, sir. 

Mr. Houtrtetp. You would not? 

General Merzcrr. No, sir. 

Mr. Houirretp. You would retain Government ownership of the 
material that was in the agents’ hands? 

General Merzcrr. Yes, sir. 

Mr. Houtrietp. Do you have any suggestions as to how accounta- 
bility could be effected in a simple manner, and not a complicated 
manner such as we had before? You remember before, the War 
Assets Administration had its own representatives in each one of 
these warehouses, and there was a constant screening of material. 
It put the War Assets inspector or representative in those warehouses 
in a very powerful position. He could declare millions of dollars 
scrap or he could declare it salable merchandise. It was necessary 
to have his approval in order to either scrap material or to sell it at 
a certain price. 

Now, how would you overcome that weakness which I think was in 
the old system ¢ 

General Merzcer. I do not feel that the agents should be privileged 
to sell any merchandise as scrap; if it is determined that it is unsalable 
and unusable, it should revert physically to a GSA reservoir for sale 
or disposition. 

Mr. Houirtevp. Or conversion ? 

General Merzcrr. Yes, sir. 

Mr. Hotirievp. To see that there were no slip-ups such as we had 
before ? 

General Merzcer. I certainly do. 

Mr. Houirtetp. There was too much opportunity for fraud in the 
other program ? 

General Merzcer. That is right. 

Mr. Houtrrevp. Because a dishonest employee could very easily 
declare a group of materials to be scrap, and then in place of its being 
melted down, it was diverted through devious means back into the 
channels of trade, and fortunes were made in many instances in that 
type of operation. 

General Merzcer. That is correct. 

Mr. Houtrretp. And we would have to be protected in any plan 
against that type of thing. 

General Merzerr. I thoroughly agree. 

Mr. Hottrtexp. I am glad you testified on the point of declaration 
of scrap and the responsibility of the Government agency to see that 
that material goes into scrap. 

General Merzcer. Yes, sir. 

Mr. Houtrrevp. I think that is an important part of the program. 

Are there any questions, Mrs. Church? 

Mrs. Cuurcn. Mr. Chairman, if I may ask the general a question, 
may I say that I was sorry not to be here to hear your full testimony 
this morning, but it was unavoidable. 

We Members of our Congress in our own constituencies and on the 
floor of the House are continually hearing about a lag in airplane pro- 
duction. I do not know whether it is pertinent to comment on that 
fact, but perhaps it would be permissible to ask you whether it was in 
your jurisdiction. Do you know anything which is aiding that lag, 
or can you suggest any remedy on our part? 
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General Merzcer. Mrs. Church, I feel that the greatest handicap to 
the accomplishment of our aircraft program objective in the past has 
been, as recited by many others before, the lack of machine tools. 
As to headway which is being made in that area, I would like to say 
that the Government agencies who are assisting us are most coopera- 
tive, and have provided us with great assistance. However, the prob- 
lem is still with us, but in an ever lesser degree, because improvement 
has been made and is being made. 

I have testified before that I felt that with our present program, 
most of our machine tool difficulties will be behind us at the close of 
this year. 

Mrs. Cuurcn. That is the end of fiscal 1952? 

General Merzerr. The end of calendar 1952. 

Mrs. Cuurcu. Calendar 1952. 

General Merzcer. But certain machine tools will still be critical. 
They are critical today and will be critical then, although in a much 
lesser degree. 

Mrs. Cuurcn. Are we taking adequate steps to produce enough tools 
for the future if designs change, and so forth? Are we anticipating 
a need ? 

General Merzcer. There are many movements under way to do 
just that. I believe that many have testified in other hearings, and I 
subscribe completely to the testimony, that the security of the country 
will demand a healthy machine-tool industry, and that we must, all 
who are engaged in defense procurement, constantly keep ourselves 
alert to providing the machine-tool ‘builders with an estimate of our 
future requirements, and to the extent we are funded, we shall con- 
tinue to procure long lead time machine tools of the ever latest 
design, so that we will not be confronted with the situation which has 
been confronting us in the event of an early rapid mobilization. 

Mrs. Cuurcn. You yourself are satisfied that everything that could 
be done is being done ¢ 

General Merzerr. At this point. 

Mrs. Cuurcu. Thank you. 

General Merzcrr. I am satisfied ; yes. 

Mrs. Cuurcn. Thank you. 

Mr. Ho.trrecp. Mr. MeVey ? 

Mr. McVey. On page 19, General, of your report, you state that 
financing fer GSA will be supplied by the GSA. 

Is there any implication there that GSA has some other means of 
financing itself outside of appropriations by Congress? 

General Merzcer. No, sir; that is not inferred. 

Mr. McVey. An appropriation, then, would be required? 

General Merzcer. I really am not acquainted, Mr. McVey, with the 
appropriations that have been made for the GSA, and whether or not 
appropriations have been made to cover the disposal of surplus prop- 
erty. I donot know. If appropriations have been made, it is possible 
that they are adequate. This proposal does not encompass, again, as 
I repeated this morning, a large organization. It encompasses an 
administrative organization with very few operating responsibilities. 
Costwise, we have not attempted to analyze the need for personnel or 
funds within GSA to pick up the load that we are recommending 
here be accepted by the GSA. 








36 CRITICAL MATERIALS AND AIRCRAFT PARTS 


Mr. McVey. Mr. Chairman, what is the situation in regard to the 
financing of GSA ? 

Mr. Houtrtevp. The funds for the handling of surplus property— 
I am speaking now not of real property—were pretty well denied 
over the past ts appropriation bills, and therefore the GSA has had 
to accomplish that responsibility by delegating back to the separate 
arms of defense the responsibility of doing their own disposal. 

Mrs. Cuurcu. Without supervision ? 

Mr. Ho.irretp. With only the supervision of the defense establish- 
ment, I believe. 

You have not conferred with the Munitions Board on that respon- 
sibility, have you, General ? 

General Merzcrer. We have discussed the problem with the Muni- 
tions Board informally as the problem is set forth in our thinking 
here. Those discussions are all we have had with the Munitions 
Board. If I may comment on that one question as to whether or not 
our actions are without supervision 

Mrs. Cuurcu. The question was asked without any attempted im- 
pertinence, I assure you, General. 

General Merzcrr. There are certain prescribed procedures, which 
I may not have outlined this morning—I thought I did, but you were 
not here—wherein we are limited in our present endeavor to move sur- 
plus property to satisfy our own needs, our own service stocks, plus 
the critical shortage of our contractors, and the balance is certified 
to the Bureau of Supplies and Accounts of the Navy, Surplus Ma- 
terials Division, for Department of Defense screening to pick up their 
needs. At that point, everything that may be reported as surplus is 
certified back to the contracting officer at the plant where the surplus 
exists, who is privileged to conduct a bid sale. 

Mr. McVey. What does he do with the proceeds from that sale, 
General? 

General Mrrzeer. It goes into the general fund, as far as I know. 
If anyone here is better qualified on that point than I, I wish he would 
speak up. 

Mr. Houirtewp. I think that is right. I think the sale of all Gov- 
ernment property has to go into the general fund unless there is a 
specific law which provides that it goes into a revolving fund, and I 
believe that is only in the cases of certain Government corporations. 

General Merzcer. That is my understanding. 

Mrs. Cuurcu. Mr. Chairman, has there ever been any chance to 
have a miniature uniform catalog made of this surplus material 

Mr. Houtrrevp. I think you handled the cataloging. 

‘ General Metzger. We have substantially that. That is what we 
0. 

Mr. Houtrrevp. I was going to say, you prepare lists of the material, 
and those lists are circulated among the defense departments for 
screening ? 

General Merzcer. That is right. 

Mr. Houirretp. Now. { want on that point to ask you two questions. 

In the first place, is the lack of a uniform property identification a 
handicap to you in this work # 

General Merzcer. Identification and quality are always a problem 
when we attempt to redistribute or sell. We rely entirely upon the 
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information furnished by our contractors, and to the extent that their 
records are correct, the identification is correct. The matter of the 
quality of the material depends largely upon the manner in which it 
has been warehoused, and how frequently it has been inspected. That 
is something which deteriorates. The quality deteriorates with the 
length of storage in most instances, particularly if it is property which 
is Government-owned and which is being warehoused in every nook 
and cranny of a contractor’s plant, because he does not generally have 
sufficient room to warehouse surplus stocks. He puts it in whatever 
space is of least use to him at the moment. 

Mr. Houirtevp. And is it not true that that very element of prop- 
erty deterioration is an argument in favor of having this material 
handled by people who are éxpert in handling the material and who 
are expert in identifying it, and in inspecting it for aircraft quality ? 

General Merzcer. Yes, sir. 

Mr. Houirte.b. For defense quality ? 

General Merzcer. Yes, sir. And one more point 

Mr. Houtrrevp. And you do nct have the means of pore ball bear- 
ings, for instance, that have been pitted by rust and refinishing those ? 

General Merzcrr. No. 

Mr. Ho.irrerp. You must automatically declare them as scrap, 
whereas if they are turned over, as I know the Navy is turning over 
a great deal of work now to private firms to have them inspected and 
refinished, in many instances the Government gets the use of that 
article at, let us say, approximately 20 percent of its original cost, 
wae than losing the complete value of it almost in the scrap declara- 
tion 

General Metzcer. That is very true. That is very important. 

Mr. Houtrtetp. And that is important to the contractor in all types 
of engine parts and hardware? 

General Metzer. That is very important. And the timely and ex- 
peditious movement of that surplus is highly important, because it 
reduces, naturally, the time that it is being improperly warehoused, 
and so forth. 

Mr. Hotrrretp. Yes. Now, on the element of time involved, does 
your screening process take up quite a bit of time, say 90 days, before 
these lists are finished? That is, you issue the list of materials. How 
long does it take for all of the Government agencies to inspect those 
lists and draw from them that which they need ? 

General Merzcer. I believe at present, before the residue actually 
reaches a bid sale condition, 6 to 8 months elapse. 

Mr. Howirtevp. It would seem to me that that would be so long a 
lag in time that you would lose a lot of the efficiency of your redistribu- 
tion. 

General Merzer. That is correct. 

Mr. Hoxtrtevp. Because of the incompleteness of the original lists 
“ ~, time the individual contractor tried to use them and draw from 
them 

General Merzcer. That is correct. 

Mr. Ho.irtetp, They might be up to date when you originally de- 
clare them, but very shortly thereafter they would be incomplete? 

General Merzcer. That is true, sir. That is one recognition we 
have given in this presentation here. Some central agency maintains 
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these records, so that, as the material is drawn off, the record clearly 
indicates that it is no longer available, and we do not get back into the 
situation we were in at the first step in World War II, wherein 
the contractors lost complete faith in the redistribution plan, be- 
cause very often, more often than not, by the time they requested 
shipment of the material, it had already been shipped somewhere 
else, and you had hundreds of people, perhaps, all looking at these 
lists at the same time, with mail going in all directions, and it be- 
came quite a confused undertaking. 

We have given recognition, we hope, in this presentation to the 
elimination of that and the unworkability of such a scheme. 

Mr. Horirtetp. There are two questions that I would like to ask 
you before you leave, and one is: Was this so-called APRA plan 
which you propose submitted to the Secretary of Defense’s Office, or 
is it a plan that has more or less been brought together within the 
services down at the operating level? 

General Merzcer. Mr. Chairman, again I would like to differentiate 
between the APRA plan which you are referring to and the Air 
Force thinking which I discussed with you this morning. 

Mr. Hottrtevp. I see. Then you would not call this plan the APRA 
plan? 

General Merzcer. No, sir. 

Mr. Hoxtrrerp. You would call it the Air Force approach to a 
plan? 

General Merzcer. That is correct, sir. 

Mr. Houtrrevp. I see. And it is commonly called the APRA plan 
because you folks have evolved it? 

General Merzcrer. As was explained, I believe, in introducing me 
this morning, I am not only the Chief of the Production and Re- 
sources Division of the Air Force but I am also the Air Force mem- 
ber of APRA. 

Mr. Hortrtevp. I see. Now, who are the other members? May 
we have them at this time? ‘ 

General Merzcer. The Navy member is Capt. Roy Jackson, and the 
Army member is Col. Richard Danek. 

Mr. Hotirreip. Now, what is the attitude of these two gentlemen 
and their departments toward the Air Force plan? 

General Merzcrr. The Air Force plan has not been discussed with 
those representatives. The APRA plan was discussed at length, but 
no resolution 

Mr. Houtrretp. This is a different plan, then, from the original 
APRA plan? 

General Merzcer. It differs in one principal concept—very few 
others—one principal concept, and that is that there is no corpora- 
tion X in the Air Force plan. We in the Air Force plan proposed 
GSA as corporation X. If you would care to have me, for the bene- 
fit of the balance of the subcommittee who may not have read that, go 
into it in detail, I will. 

Mr. Ho.irretp. You might comment on it briefly. The original 
plan, as I remember, had a corporation X, which was a private cor- 
poration, to do the job of clearing and allocating materials. Is that 
not right ? 
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General Merzcer. That is correct, sir. Corporation X came into , 
our thinking, or the APRA thinking, because of the historical data 
which was available to us. 

Mr. Houtrreip. The Murray Cook operation ? 

General Merzcer. The Murray Cook operation. Murray Cook was 
corporation X in the thinking behind the APRA plan. But at this 

vint the Air Force proposal or recommendation does not include an 
individual corporation or a separate corporation to perform the ad- 
ministrative functions which we envision as GSA. 

Mr. Hottrrevp. As a Government responsibility ? 

General Merzcer. Yes, as a Government responsibility. 

Mr. Houirretp. Now, give me two reasons why you think that 
change should be made. 

General Merzeer. I believe that it would be less costly. One layer 
of expense will be removed. 

Mr. Burnsive. What layer would you be referring to there, Gen- 
eral? 

General Merzcer. Corporation X must, of necessity, be supported 
in some manner. 

Mr. Houirtep. It is a profit-making enterprise. 

General Merzcrer. I do not envision any corporation operating ex- 
cept for profit, even though it may be a small profit, if it is a private 
corporation. So, we do eliminate that by eliminating corporation X. 
And, with the limited administrative responsibilities and costs inci- 
dental thereto which we contemplate for GSA, we feel that that agency 
is fully capable of picking it up and absorbing some of it, perhaps, in 
overhead or personnel already available. That was our principal rea- 
son for eliminating corporation X. 

Mr. McVey. Is it your feeling that GSA could absorb all of this 
cost with the personnel it has? 

General Mrerzeer. I would not say that; no, sir. I am not familiar 
with the personnel or the organization of GSA as assigned to this 
particular surplus-property problem. We have only informally dis- 
cussed this with GSA, purely in an exploratory manner, and the de- 
tails we expected to discuss at such time as we felt that we were get- 
ting someplace with it, or that it had an acceptance broad enough to 
warrant going into it more thoroughly. 

Mr. McVey. That is a problem I raised awhile ago, if I may have 
a moment, Mr. Chairman. 

Mr. Houtrtevp. Surely. 

Mr. McVey. It is a problem I raised a moment ago because I think 
a good deal of time has been spent on this report, and I am impressed 
with the quality of it. But it has to be implemented in some way; and, 
if additional money is required for GSA, I would be glad to know if 
they are going to need additional appropriations. 

General Merzcer. Surely. 

Mr. McVey. Because it cannot be implemented unless there are per- 
sonnel to carry it out or additional funds available. 

General Merzcer. That is right. 

Mr. Houirtevp. If there is an additional function to perform, 
there must be personnel either in GSA or somewhere to do it, and that, 
of course, must be paid. 

— you consulted the Munitions Board in your drafting of this 
plan? 
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General Merzcrr. Not in drafting this plan; no, sir. 

Mr. Hoxtrretp. They do have some responsibility? 

General Merzcrr. They certainly do. As I understand, the direc- 
tive of March 21, 1951, I believe it was, by the Secretary of Defense 
places certain responsibility in the Munitions Board for conservation 
and surplus property. 

Mr. Houtrrevp. Would you say, then, that the Air Force plan is 
tentative; that it has not been cleared with the Secretary of Defense, 
or with the Munitions Board, or with GSA? 

General Merzcer. That is correct, or with the other services. 

Mr. Houirrecp. Or with the other services. We just want to keep 
the record straight as to this. 

Mr. Burnsinz. I have a question, General. I have been interested 
in the assi ents of the personnel in the Office of the Secretary. For 
the record, so that we might have it available, what is your back- 
ground in procurement? 

General Merzeer. I am not a procurement officer, sir. My back- 
ground is World War II service with the Aircraft Scheduling Unit. 

Mr. Burnsive. Scheduling Unit? 

General Merzcer. Aircraft Scheduling Unit, which has the re- 
sponsibility for providing all resources support to the aircraft 
program. 

Mr. Burnswwe. You were—— 

General Merzcer. I was in that organization. I was Chief of Re- 
quirements. At that time, it was my responsibility to develop and 
present to the civilian agencies in Washington, and to the Air staff, 
raw-material requirements, component parts, and so forth. 

Mr. Burnswe. You were interested in the procurement of raw 
materials? 

General Merzcer. No, sir; not in procurement. 

Mr. Burnswwe. You were interested in the types of raw materials 
that were needed ? 

General Merzorr. That is right, sir, to establish the impact or 
forecast the impact of the materials requirements needed for the air- 
craft hier bockiian it was a joint Army-Navy-Air Force program 
at that time, and still is. 

Mr. Burnsipe. You have been in the service? You have not been 


out of service ? 

General Merzcer. Yes, sir. I was out of the service, and recalled to 
active duty in February of 1951. 

Mr. Burnsive. You were called back in 1951? 

General Merzcer. Yes, sir. 

Mr. Burnswe. What type of work did you do in between? 

General Merzcrr. I returned to my own business in construction. 

Mr. Burnsive. What type of business is that? 

General Merzcer. Generally, the construction business. 

Mr. Burnsiwz. What type of construction ? 

General Merzcer. Buildings. There are a number of companies 
that I am interested in. 

Mr. Burnsive. Building homes? 

General Merzcer. No; mostly commercial buildings and apart- 
ments, hotels, and the like. I am also interested in the general-agency 


business. 
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Mr. Burnsipe. Your training, then, in the armed services was par- 
ticularly in engineering ¢ 

General Merzcer. I am not an engineer; no. It was particularly 
in production control, the flow of materials in time and quantity 
needed to support a procurement objective. 

Mr. Burnsipe. And that has been your line of work all the way 
through in the service? 

General Merzcer. Yes, that and financial. Financial also enters my 
present responsibility as Chief of the Production Resources Division ; 
facilities, tools, expansion, and so forth. 

Mr. Burnsiwe. Thank you. 

Mr. Hotirrevp. General, what do ~~ understand the attitude of 
BuAer is toward this Air Force plan / 

General Merzerr. I really am not up to date on that, Mr. Chairman, 

Mr. HowirreLp. We have their representatives here, and we will get 
some testimony from them. 

General Merzcrr. BuAer has been very cooperative in studying this 
problem with us, and I most certainly feel that their views will be 
presented after considerable study i with complete frankness. 

Mr. Houirrevp. I would like to say—and I believe I speak the will 
of the subcommittee on this—that without taking any position, either 
myself or the subcommittee, on the plan which you presented, we are 
glad that some thinking is being done along this line, and we hope that 
there will be some coordination of thinking and eventually some type 
of plan worked out to do a little better job than has been done. 

We thank you for taking the time to come down from Dayton to 
make your testimony available to the subcommittee. 

General Metzcrr. Thank you. It has been a pleasure. 

Mr. Horirrerp. You may be excused, and we will ask Admiral 
Honaker, of the Bureau of Supplies and Accounts, if you will please 
take the chair, and your staff may also accompany you, if you wish. 


STATEMENT OF REAR ADM. W. W. HONAKER, DEPUTY CHIEF OF 
THE BUREAU OF SUPPLIES AND ACCOUNTS, DEPARTMENT OF 
THE NAVY; ACCOMPANIED BY COMMANDER H. J. F. FOLEY, JR., 
SUPPLY CORPS, UNITED STATES NAVY, BUREAU OF AERONAU- 
TICS; COMMANDER A. H. BARNETT, JR., SUPPLY CORPS, UNITED 
STATES NAVY, BUREAU OF SUPPLIES AND ACCOUNTS; AND COM- 
MANDER G. C. HEFFNER, OFFICE OF NAVAL MATERIAL, UNITED 
STATES NAVY 


Admiral Honaxer. Mr. Chairman, this revised plan is of interest 
in the Navy to the Bureau of Aeronautics, the Office of Naval Material, 
and the Bureau of Supplies and Accounts. 

I have representatives of each of those offices with me, and with your 
permission I should like to ask BuAer to lead off. 

Commander Foley ¢ 

Mr. Houirrecp. Commander Foley, will you speak, then, on this 
plan ? 

Have you had a chance to look at the present plan as presented to 
our subcommittee ? 
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Commander Fo.try. Mr. Chairman, as General Metzger just stated, 
we had previously submitted to the Bureau of Aeronautics, by APRA, 
the plan which incorporated corporation X. 

r. Houirrevp. Yes. 

Commander Fo.ry. This morning was the first opportunity that we 
had had to examine this new plan, or the Air Force plan, as a general 
proposal. 

We would like to have an opportunity to study it further. We 
have had the APRA plan under considerable study in the Bureau of 
Aeronautics, and, as 1 say, we were not aware of the existence of this 
new plan. 

Now, I think both plans, Mr. Chairman, have the same broad intent, 
and we certainly concur with the intent of the program, which is to 
provide a means of returning the material of comparative usability to 
productive use in the aircraft program. We have, as a result of the 
APRA plan, sent out questionnaires to our representatives, the BuAer 
representative and the inspector of naval material in those plants 
which do not have Bureau of Aeronautics representatives, to determine 
just how much of this avetmaaiatnel excess material is accu- 
mulated at the various plants. We felt that these people were in the 
best position to advise us, inasmuch as they are on the spot and they 
are charged with the disposal of that material. 

Mr. Houirrevp. Have you received any replies, and can you give us 
any estimate of the amount of Government-owned property that is in 
inventory ? 

Commander Fotry. We have received 28 replies, Mr. Chairman, 
todate. Allofthemare notin. I think that there are five or six still 
not received. Only 1 of the 28, however, reports any accumulation 
of Government-owned material. The other 27 report either none or 
very small quantities. Unfortunately, we do not have the dollar value 
of what they do have on hand. 

Mr. Ho.irretp. That would seem to indicate that there is no problem 
at all of the redistribution of excess property, if that be true, unless 
the amount of contractor-owned inventory is so great that this does not 
give a true ‘eas of excess property by confining it just to Govern- 
ment-owned. 

Commander Fotry. Sir, the contractor-owned inventory, of course, 
would be outside of the service representative’s jurisdiction. We pre- 
sume if he did have any kind of problem, Mr. Chairman, he would 
certainly tell us about it, if he considered it an accumulation. 

Mr. Houirretp. Of course, if the contractor is given the right to sell 
that property at a very low price, he gets rid of the property all right. 
It is no problem to him. But at the same time, the Government does 
not recover as much as could be recovered through the proper dis- 
posal of that contractor-owned material. 

Commander Fotry. Yes, sir. 

Mr. Chairman, we did ask for comments, in addition to the 
questionnaire, and quite a few of the service representatives did com- 
ment to the effect that the majority of the material which they do re- 
ceive as Government-owned excesses as a result of terminations of 
contracts or cost-plus-fixed-fee contracts or Government-furnished 
material which becomes excess at that location, was either redis- 
tributed to the services or else was returned to the contractor as usable 
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material in other production contracts. They did state that in one 
case, it was 90 percent of all the material. 

Mr. Horirrevp. You are confining your remarks to Government- 
owned material ? 

Commander Forry. Yes, sir, I am speaking only of Government- 
owned. 

Mr. Houtrrevp. Could you give us any kind of estimate as to what 
percentage of Government contracts deal with Government-owned ma- 
terial and what percentage deal with contractor-owned ? 

Commander Fotxry. No, sir, I do not believe that I am in a position 
to give you that figure. 

Mr. Houtriecp. Would you say that the large majority of the ma- 
terial which goes into the planes is contractor-owned ¢ 

Commander Forty. Yes, sir. 

Mr. Houirrevp. Then in this plan, even if it is successful, unless it 
does include the redistribution of contractor-owned materials, it would 
not cover the subject, would it ? 

Commander Fotxry. Yes, sir. I am not qualified to speak as to the 
problem on contractor-owned inventories. I am sure that the aircraft 
industry’s association can state it. But apparently we have very little 
problem of our own within the Navy, sir. If the problem is contractor- 
owned inventories that are the excessive amounts, then, of course, this 
plan does not appear to cover it unless the individual companies wish 
to take advantage of GSA, and I am a little confused at this point, 
Mr. Chairman, because the APRA plan provided that the contractor 
could make use of this corporation X as a clearinghouse for his own 
inventories, the contractor-owned inventories. 

Mr. Houtrrevp. In other words, he would turn it in at the Govern- 
ment cost and get credit for it on his own contract, and then it would 
be the responsibility of corporation X to redistribute it ? 

Commander Forey. I am not too sure, Mr. Chairman. I do not be- 
lieve that the plan, as I recall it, the APRA plan, did go into the de- 
tails of just what the accounting would be. But it said, as I recall, 
that the contractor could make use of this corporation X as a means 
of disposing of his own inventories. 

Mr. Houirretp. Of course, we in the Congress are interested in this 
whole picture. We aré not just interested in Government-owned ma- 
terials being turned into aircraft. ° 

Commander Forey. Yes, sir. 

Mr. Houirievp. We are interested in the whole aircraft program, 
And whether the excess material is contractor-owned or Government- 
owned, we want some plan evolved that will take full advantage of the 
utilization first and then recovery in the final disposal for the benefit of 
the taxpayers. 

Commander Forzy. Yes, sir. Of course, we were looking at the 
APRA plan, Mr. Chairman, from the viewpoint of the Bureau of 
Aeronautics, and whether we did have a problem that this would 
solve. At the time that was submitted, we had no indication that 
we had any problem with Government-owned excess materials, and 
it was to verify that that we sent out the questionnaires to the service 
representatives, sir. 

e also queried the service representatives on the adequacy of our 
current procedures under the present situation and under full mobiliza- 
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tion, and the representatives considered it from their viewpoint that 
the present procedures were adequate now for disposal, and 25 of the 
28 considered them adequate in the event of mobilization. 

It appears, Mr. Chairman, that perhaps the big problem would be 
only demobilization, where we would accumulate these excess mate- 
rials. And I understand that the Munitions Board has scheduled a 
meeting on July 7 with all the services, Army, Navy, and Air Force, 
to discuss this particular subject of the plan on demobilization for 
disposal. 

Mr. Hotirtevp. It seems to me that there is still work to be done 
within your Navy operation in the proper utilization of con- 
tractor-owned inventories. That is a field that it seems to me you 
are overlooking completely, because you have no responsibility there. 
I understand that. 

Commander Fotry. Yes, sir. 

Mr. Hotirrevp. But at the same time we, as Members of the Con- 
gress, have responsibility for recovery to the taxpayer of that excess 
inventory as well as utilization of it by the other branches of the 
service. 

Commander Fo.ry. Yes, sir. 

Mr. Houirtetp. Now, of course, you are not in a position to tell us 
what percentage of Government cost these contractors are getting in 
their disposal program, are you ? 

Commander Fotry. No, sir; I am not. 

Mr. Hoxirretp. Let me make my question a little clearer. Let us 
assume that X Air Frame Co. has $1,000,000 worth of contractor- 
owned inventory. In their adjustment with the Government, do they 
get credit for that $1,000,000? 

Commander Forry. I believe, sir, that they only get credit when 
the termination is at the convenience of the Government. 

Mr. Horirierp. All right. Let us assume that the termination 
occurs. Are they given credit for the original cost of the material 
and allowed to sell it at 20 cents on the dollar with the Government 
absorbing the 80 percent, or how does that work out ? 

Commander Fotry. Sir, I believe it depends on the terms of the 
particular contract as it is written which covers the specific situation. 
In some cases I believe the contract calls for*the contracting officer 
to permit the contractor to sell such excesses with credit to the-—— 

Mr. Houirtetp. With the Government absorbing the difference in 
the cost of the material and the receipt that the private contractor 
gets for it? 

Commander Fotry. Yes, sir. 

Mr. Hottrretp. In other words, that would be a cost added to the 
contract, any loss of money in inventory for disposal ? 

Admiral Honaxer. That would be taken up in renegotiation, sir, 
and considered at that point, and I would say each contract or con- 
tractor would stand. on its own merits. 

Mr. HoutrtevD. That istrue. But the prime objective of a contractor 
in a case like that is not recovery to the taxpayer, but it is to get his 
contract terminated and washed out, you might say. 

Admiral Honaxer. That is true, sir. But wouldn’t we assume that 
the contractor would only have procured material outside which the 
Government was unable to furnish, but which the Government had 
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indicated in its specifications and its requirements that these materials 
were needed ? 

The only thing that could happen would be a change in design, and 
we would have some material left over. But that would not be the 
contractor’s fault. 

Mr. Houtrtetp. No. I am not blaming the contractor. I am seek- 
ing a way out of this apparent defect in the system—and maybe there 
is not a way out—in which large amounts of material find their way 
into the private economy at a few cents on the dollar, such as happened 
last time. 

Commander Fotry. I do know, Mr. Chairman, that APRA has 
been getting reports from the contractors of their own contractor- 
owned material, or inventory, and they have been circulated to some 
500 various other contractors and service representatives to determine 
whether there is any critical need for any of those items at any plant, 
and it is up to the two contractors, if one of them has need for 
it and the other one has an excess, to get together and buy it one from 
another. I believe that is the program that is being pursued by APRA 
now. 

Mr. Hourrretp. That is strictly on a voluntary basis? 

Commander Forey. Yes, sir. 

Mr. Hotirrerp. And it is a kind of hit or miss program; it is not 
a well defined plan? 

Commander Fotry. I could not say 

Mr. Hotarrevp. And could you testify that it is very effective? 

Commander Fotey. No, sir; I could not. I just know the existence 
of it. I believe it is fairly new, Mr. Chairman. 

Mr. Houtrtevp. I think it is, too. 

Commander Fotry. Only 3 weeks ago, I believe, did I see the first 
lists of those excess inventories. 

Mr. Ho.utrtetp. Now, the members of this subcommittee have re- 
ceived reports from industries which are in the servicing of aircraft 
companies that there is quite a bit of this material, particularly in com- 
ponent parts and bearings and different types of aircraft supplies, 
that is being sold in many instances by the services when other branches 
of the services are immediately buying it from these agents. That 
is going on to a considerable extent right at this time. In many in- 
dustries at the present time they are picking up this surplus material 
and in turn reselling it to the different branches of the service. 

Commander Forry. Mr. Chairman, I know that the present pro- 
cedure calls for such items as bearings or general hardware items 
to be processed through the Surplus Materials Division of the Bureau 
of Supplies and Accounts, and that office, I believe, screens with the 
other military departments, and in turn passes it to the General Serv- 
ices Administration, who screens with all Government departments 
before it is returned to the service representative for disposal at sale. 

Perhaps Commander Barnett can speak better on that, sir. He is 
the officer in charge of that particular division. 

Commander Barnett, would you like to discuss that? 

Commander Barnett. Mr. Chairman, I am director of the Surplus 
Materials Division of the Bureau of Supplies and Accounts. 

We have a mission in this‘division to screen all common-use excess 
materials reported by one service against the prospective needs of 
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the other services. We also have the responsibility, once material 
has been determined surplus by the General Services Administration, 
of administering the sale of Navy surplus material. 

The contractor inventory, of which we are speaking here, is proc- 
essed, if it is Government-owned, through my shop. It takes us “4 
proximately 60 days, from 45 to 60 days, mauled to screen all the 
Department of Defense agencies that have possible use for these com- 
mon-use items. 

We operated before January of 1951 on a 30-day basis, and we found 
that our utilization for all excess materials ran between 10 and 20 
percent of acquisition cost. We revised our entire procedure on 
January 1, 1951, and extended this period to a 45- to 60-day period, 
and our present utilization runs between 20 and 45 percent. 

During the quarter of January, February, and March of 1952, we 
hit our all-time high of 45-percent utilization of acquisition cost. 

Mr. Ho.irtevp. Now, is that utilization of materials that have 
been declared excess by ‘the Navy? 

Commander Barnetr. By any 

Mr. Howrey. And its utilization by any of the other depart- 
ments of the Navy or by other departments of defense ? 

Commander Barnett. Both, sir. 

Mr. Houirretp. That is no release to private industry? You are not 
speaking of any release there ? 

Commander Barnerr. Not at all, sir. This material has been 
released by either the bureau of the Navy Department or the technical 
service of the Army Department that initially procured the material, 
or by AMC of the Air Force, sir. 

I have no specific figures on contractor inventory material as segre- 
gated from all excess. This would be excess stocks as well as con- 
tractor-inventory material. I do not have any prepared statement. 
I have not gone over in detail the Air Force plan as presented here, 
sir, and I would like to answer any questions or make myself avail- 
able in any manner the committee might desire. 

Mr. Ho1irtevp. I would like to ask a question, if I might, as to 
how active your program of excess declaration is in the Navy at the 
present time. Is there continual screening of monthly declarations 
of excess, or do you have great supplies in warehouses that are more 
or less set aside because they are becoming obsolete and are not being 
declared ? 

Commander Barnerr. Within all three services, Mr. Chairman, we 
have constant generations of excess which are being reported into our 
division as they are determined excess to the owning bureau or tech- 
nical service. I am not qualified to go beyond that bureau or tech- 
nical service—— 

Mr. Hoxirretp. You do not know, then, how many people they 
have working in these programs and how much of this excess is being 
declared ? 

Commander Barnett. I can tell you approximately how much ex- 
cess we are screening through our shop. During the calendar year 
1951, we screened a total of $122,000,000 worth of excess material. 
During the quarter ending March 31, 1951, we screened $30,000,000 
worth of excess material. 

Mr. Houtrtetp. Now, is that greving! Is it gradually growing? 

Commander Barnett. It is gradually increasing, sir. 
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Mr. Houtrtetp. And it will continue to increase, will it not, as the 
aircraft production increases and as obsolescence sets in on a lot of 
these ewer engines and the new jet planes come into being? 

Commander Barnett. I believe, sir, from examining the past rec- 
ords, that under normal operations, as your inventories increase, with 
a slight time lag, your excesses will have a direct increuse, sir. As 
your inventories go up, with a time lag of from 5 to 6 months, your 
excesses will also go up. Past experience has indicated that, sir. 

Mr. Houtrrevp. That is a problem, then, that is worthy of explora- 
tion to find the most efficient method of doing it, is it not, sir? 

Commander Barnett. Certainly, sir. I agree with that. 

Mr. Hottrretp. You would not comment any further on this plan 
of the Air Force? 

Commander Barnett. I could point out some differences in the pres- 
ent operation, I believe. If I may see a copy of it, I can point out 
the differences in our present operation and the operations as pro- 
posed as performed within the Surplus Materials Division. 

The present screening procedures as performed by the Surplus 
Materials Division screen only within the Department of Defense 
and in relation to aircraft items, only items which are not peculiar 
to aircraft, sir. We consider it at present uneconomical to screen items 
in the Department of Defense which would be peculiar to air and of 
interest only to two major material control points, which would be 
ASO for the Navy and AMC for the Air Force. This proposed plan, 
as far as I can determine, would necessitate screening all material 
through the Surplus Materials Division. 

The present procedure screens only within the Department of De- 
fense. The proposed plan will screen not only within the Department 
of Defense, but also with other Government agencies, by this division. 
That brings up concurrent screening, sir, which can be economical only 
to a certain degree, depending upon the amount of utilization de- 
veloped by each screening agency. 

As an example, if the Surplus Materials Division is developing 
from 50 to 60 percent utilization; it would definitely be uneconomical 
for the rest of the Government agencies to be screening when they 
are not going to get a chance to pick up but 40 percent of the material 
that remains. On the other hand, if only 10 or 20 percent utilization 
is being developed within the Defense Department, in all probability 
it would be economical for other Government agencies to screen 
concurrently with the Defense Department, sir. 

The present screening period for military items is normally 60 
days. We do not have a time limit. By “screening period” I limit 
this period to the surplus material screening period, sir. 

Mr. Houtrtecp. How about the excess? You are differentiating 
between the words “surplus” and “excess,” are you not, or are you 
using them as common terms? 

Commander Barnetr. I meant “excess” in this case, sir. Excuse 
me. 

Mr. Hottrtevp. “Excess” in this case, as I understand it, is material 
that may be excess to an individual contractor’s need, but is not sur- 
plus on the over-all plane ? 

Commander Barnerr. Not surplus at the given time. 
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Mr. Houtrrerp. We only apply “surplus” at the point where the 
Government agencies do not need it any longer and it goes into the 
channels of disposal to private industry. 

Commander Barnett. Thank you, sir. I used the word “surplus” 
erroneously there. I meant “excess,” sir. 

Our procedures take 60 days or longer in the case of items that 
should have usage. We will retain those longer, sir. 

Mr. Hoxtrretp. You used the “common use” term there. You did 
not mean nonmilitary materials by using the “common use” term, 
did you? 

Comander Barnett. No; not necessarily nonmilitary materials. I 
meant by “common use” items in which more than two agencies in the 
Defense Department had possible interest, sir. 

The proposed procedure limits the screening to 20 days within this 
division. I believe that if screened for only periods of 20 days, you 
will reduce your utilization accordingly, sir. 

The proposed procedure also indicates that the Surplus Materials 
Division will issue directives to all the other services as well as the 
other Government agencies on the screening procedure. We are not 
in that business at present. We are strictly a coordinating agency in 
that regard, sir. I can make no further comment in that regard. 

Mr. Houtrretp. You do approve of the principle of full coordina- 
tion of the three branches of the services in the utilization of excess, 
do you not? 

ommander Barnett. Yes, sir. 

Mr. Ho.irretp. Would you carry that coordination to the point of 
common clearing? 

Commander Barnett. I definitely think—— 

we Houtrretp. Or central clearing, maybe I should say; a central 
clearing. 

Deamaniie Barnett. I definitely think that all materials should 
be screened centrally by a coordinating agency, sir. 

Mr. Houirtetp. That is being done now effectively ? 

Commander Barnett. The common use items, I feel, are, sir, for 
which I have the responsibility there. The only measure that we 
could give on that is the percentage of utilization developed from it, 
sir, which I have given. 

Mr. Houirrerp. What about the field of noncommon use? 

Commander Barnett. I have no information as to the utilization 
that has been developed over the exempt items, which would be the 
items peculiar to aircraft, the items peculiar to medicine. Possibly 
Commander Heffner would have some information along that line, 
from the Office of Naval Material. 

Commander Herrner. I can give you the contractor inventory fig- 
ures for the current fiscal year of 1952, through April. They were 
$13,451,000, on acquisition cost. And of that material, $1,500,000 is 
redistributed within the Navy, Air Force, and Army and $9,800,000 
was sold. And of the $9,800,000 that was sold, $9,500,000 was sold to 
scrap. 

Mr. Howtrretp. What was your income from that? 

Commander Herrner. Thirteen percent. No, sir. I take that 
back—1.5 percent on the scrap, and 13 percent on the usable. Only 
$300,000 worth of all this total was usable material during this cur- 
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rent fiscal year up through April. And we realized 13.1 percent on 
the usable and 1.5 percent on the scrap, sir. 

Mr. Houirrevp. Very well. Let me ask you a question there. 

If you had a plan which would allocate that $9,500,000 worth of 
material to private industry, giving them a chance to refurbish, or 
refinish, or renew these materials, would it be possible for the Gov- 
ernment to obtain a better utilization and a better recovery ? 

Commander Herrner. Items that have any utilization at all, Mr. 
Chairman, are usually screened through Commander Barnett’s shop. 
And if anybody feels—— 

Mr. Howirrerp. Would you include in that area aircraft component 
parts and hardware? . 

Commander Herrner. No, sir. Just the common usage parts of 
aircraft components would be screened. The items peculiar to air- 
craft alone are not screened. 

Mr. Houitrretp. What happens to them ? 

Commander HEFrrneEr. They are determined between the Navy and 
the Air Force whether or not they are required back and forth. If 
they are not, then they are sold right at the contractor’s plant. 

Mr. Houtrrevp. And is that the element that you get a 13-percent 
recovery on, or 1.5? 

Commander Herrner. The usable items, we get a 13-percent recov- 
ery on. But you must realize this, sir, that the acquisition is the only 
basis on which we can make our statistics. We will take an auto- 
mobile, for example, that sold for $2,000. If we run it into a telephone 

ole and it is worth $10, and we still report it at $2,000, we may sell 
it for $10 as scrap. And our realization is very little. 

Mr. Houtrtevp. I realize that. But that is not an excuse for taking 
a bearing which cost $9, for instance, and getting 13-percent recovery 
on an expensive bearing that might, with a little refinishing, or proper 
identification, proper segregation, and so forth, be made usable for 
other parts of the industry. 

Commander Herrner. That is true, sir. 

Mr. Houtrretp. The Navy is using that service ? 

Commander Herrner. Oh, yes. 

Mr. Houirtevp. I happen to know that you are using the service. 
So I am not criticizing you on that point. But I am wondering to 
what extent you are using that service, how much of this material is 
going into scrap that could be refinished and used. 

Commander Herrner. I might mention here, Mr. Chairman, that 
in 1951, the Navy had 12 sales of serviceable contractor inventory 
material. Now, these sales were made in New York, Philadelphia, 
and Los Angeles. In New York, 14 major aircraft manufacturers 
were circularized and no bids received. 

In Philadelphia, as to the Philadelphia sales, six major manu- 
facturers were circularized and one bid was received. 

In Los Angeles, eight major manufacturers were circularized and 
one bid was received, which indicates that during this build-up time, 
when a little material is available, the aircraft manufacturers have 
not been using this as a means of obtaining material. 

Mr. Houtrrevp. Exactly, because it is inconvenient for them to do so. 

Commander Herrner. Yes. 

.Mr. Hourrrerp. They would rather put orders with prime manu- 
facturers and obtain it regardless of its cost. 
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Mr. Burnsivr. Because there they are operating on Cost plus. 

Mr. Hottrrecp. Because they are operating on cost plus, and it is 
an easier way to handle their business. 

The fact that you had no bids for this material does not necessarily 
prove that the taxpayer is receiving the benefit of an eflicient method 
of redistribution. 

Mr. Burnsipe. I have one question right there. 

Have you ever checked this scrap material, so-called scrap material, 
to see what it is used for? 

Commander Hrerrner. What it is used for, sir? 

Mr. Burnsiwwe. Yes; I meant after it is sold, to trace it as to its use. 

Commander Herrner. We have what is called a scrap warranty in 
a sale which requires that the items that are sold as scrap actually 
are scrap. And up to the present time, sir, as of last week, 
all of our iron and steel scrap is being reported to the National Pro- 
duction Authority and is being allocated to the mills, and the alumi- 
num out of aircraft scrap is being allocated through NPA and is going 
right to the smelters. 

Mr. Burnsipr. So there is no chance for that being used in private 
industry ? 

Commander Herrner. It is going right back to where NPA wants 
it for the national economy, sir. 

Mr. Flouirrerp. Are there any further questions? 

Mr. Burnsine. Yes. I think it would be good for our record if each 
one of these gentlemen would tell of their background in each of 
these particular fields. 

For instance, Commander Foley, you have been straight through 
in the service? 

Commander Fo.ry. Yes, sir, T have. 

Mr. Burnsine. And Commander Barnett, you have, too? 

Commander Barnert. Yes, sir. 

Mr. Burnstwwr. Admiral, you have, too? You have not been out in 
private industry for any length of time? 

Admiral Honaxer. That is right. 

Mr. Burnsine. We will take the first commander here. What has 
been your time that vou have given to this type of work? Has it been 
in this particular field, most of the time since you left the Academy ? 
Were you in the Academy? 

Commander Fotry. Yes, sir. 

Mr. Burnstpe. And since you left the Academy, what percentage 
of your time has been given to this field ? 

Commander Forry. I spent 2 years as a line officer. 

Mr. Burnsipe. Your shake-down period ? 

Commander Forry. Yes, sir: and supply school at Philadelphia. 
And since that time, I spent 18 months in disbursing duties and 
commissary duties, and since that time I have been in aviation work. 

Mr. Burnstwr. Have you been in aviation work for many years? 

Commander Fotry. Since 1942, sir. 

Mr. Burnsine. Since 1942? 

Commander Fotry. Yes, sir. 

Mr. Burnsine. Mainly in this line of work? 

Commander Forry. No, sir. TIT have been pretty much around the 
clock, sir; that is, aboard ship, on a carrier, and an aviation supply 
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depot, on a staff, and the Air Training Command, and here in the 
Bureau of Aeronautics, sir. 

Mr. Burnsipe. Have you given much time to procurement ? 

Commander Fotey. No, sir; I have not been in the procurement field 
as such directly, as far as making contracts. I have had some experi- 
ence with surplus disposal as the supply officer in command of the 
Navy Supply Depot. 

Mr. Burnsive. How long have you been in disposal ? 

Commander Forry. I have been in the Bureau of Aeronautics for 
approximately 21% years, and charged with the Bureau of Aeronautics 
policy on the disposal of surplus aeronautical material, and also 2 
years in charge of an aviation supply depot. I was very much con- 
cerned with the field disposal of surplus property. 

Mr. Burnstpe. Have you any questions on that, Mr. Chairman ? 

Mr. Houtrrevp. No. 

Mr. Burnsipe. Mr. McVey, did you want to ask any questions / 

Mr. McVey. No. 

Mr. Burnsipe. Commander Barnett ? 

Commander Barnetr. My experience, sir, has consisted of 2 years 
as an instructor at the Naval Academy. 

Mr. Burnsive. That is after your graduation ¢ 

Commander Barnerr: After graduation, sir. 

Mr. Burnside. That is, immediately after your shake-down cruise? 

Commander Barnett. No, sir. I had no shake-down cruise. I had 
eye trouble. 

Mr. Burnsipre. So you went right into instructing ? 

Commander Barnett. Instructing. 

Mr. Burnsipe. What field, especially ? 

Commander Barnerr. Mathematics and ordnance and gunnery, sir. 

Then I transferred to the Supply Corps, in 1942, sir. I assisted in 
commissioning. the receiving barracks in Oakland, New Zealand, as 
supply and disbursing officer. I assisted in commissioning the advance 
supply depot in the Solomon Islands. I was supply officer of a cruiser; 
assistant supply officer at NATTC, Memphis. This was during the 
period 1945, 1946, and 1947. We disposed of quite a large amount of 
property during that period. That was a tour of duty that lasted 30 
months. I was supply officer and later commandant at Argentia, 
Newfoundland, where we did have some disposal problems up there, 
routine field disposal problems. Then I have been on this present tour 
of duty for 2 years, sir. 

Mr. Burnstpe. And would they transfer you out after you gained 
this experience, or how many years after you gain this experience ? 

Commander Barnett. I think that the average tour for a com- 
mander right now—the admiral probably can answer that better 

Mr. Burnsipe. Yes, I know. 

Commander Barnetr. I think the average tour is about 3 years for 
a commander in the Bureau, sir. 

Admiral Honaxer. That is right. And we have no present inten- 
tion of firing Commander Barnett. 

Mr. Burnsipr. And your background, Admiral Honaker ? 

Admiral Honaxer. Naval Academy, 1926; destroyers, cruisers, bat- 
tleships, supply and disbursing; then into finance, in 1942 setting up 
a field branch, Bureau of Supplies and Accounts at Cleveland: the 

new pay system; commanding officer of the naval supply depot and 
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assisting in setting up the Navy Comptroller’s Office last year, and I 
have been on this job 6 months. 

Mr. Burnsiwe. That is all. 

Mr. Ho.irte.p. The subcommittee wanted to ask you, Admiral, do 
you believe that a coordinated plan should be developed in which all 
the departments of Defense agree with there being a uniform way of 
handling this declaration of surplus, and in place of leaving it section- 
alized in each department of the service, have it coordinated in some 
type of a central board for the purpose of clearing and screening ? 

Admiral Honaxer, I think the central agency is good, sir. Of 
course, we have it now. It is just a matter of what other materials 
we would want to pat through there. ; 

Mr. Horirieitp. You say you have it now? 

Admiral Honaxer. We have the responsibility 

Mr. Hotirtetp. You mean in the APRA organization ? 

Admiral Honaxer. No,sir. The Bureau of i and Accounts 
has the responsibility now for the clearance of all surplus for the 
Department of Defense, and when Defense is through with it, we then 
clear it through General Services. They clear other departments, and 
then it comes back, and if they do not want it, it is then sold. 

Mr. Ho.irrecp. So you might say that you are really operating at 
the present time as the central clearing agent for the three arms of 
Defense ? 

Admiral Honaxer. That is correct, sir. 

Commander Barnett. That is correct. 

Admiral Honaxer. We have an OSD delegation to carry on, sir. 
That is for all types of material, sir, and not aircraft or aeronautical 
alone. I think certainly there should be only one procedure for 
handling those materials. It would differ slightly by the category of 
material involved. 

The difficulty here, as I see it, is that we would absorb the work of 
clearance with other Government departments which GSA now per- 
forms. Also—I have just about 15 minutes—I understand that the 
transportation, packing, and handling of the materials under this 
plan would be borne by the owning service when they shipped to this 
corporation or to any sales agency. We have not budgeted for that, 
because we sell as is where is, and the buyer has to pay packing, han- 
dling, and crating costs, and the transportation from our activity to 
wherever it is delivered. 

Mr. Houtrrevp. Were the figures given by Commander Heffner, in 
your opinion, an accurate representation of your recovery on mate- 
rials that are declared surplus? 

Admiral Honaxer. Those are the figures that I have seen coming 
through the reports, sir. 

Were your figures only for Air? 

Commander Herrner. Contractor inventory, total, sir. 

Mr. Houtrretp. Government-owned ? 

Commander Herrner. Yes, sir; contractor inventory which the 
Government has the responsibility for disposing of, sir. 

Mr. Houtrrevp. Do you ever at any time sell any of the contractor- 
owned inventory ? 

Commander Fotey. No, sir. 

Mr. Ho.irretp. Do you know how the contractor-owned inventory 
is credited to their contracts? Is that a matter of adjustment between 
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what the contractor gets when he disposes of his inventory, or is he 
penalized if there is a loss in the disposal of his contract or inventory, 
or is it figured in on the contract ? 

Commander Forery. I believe, sir, that if it is a cost contract—your 
question was directed at me, sir? 

Mr. Hotirtevp. Yes. 

Commander Fo rey. If it is a straight cost contract, I believe the 
contractor suffers for any misjudgment that he might have made in 
procurement for building an airplane. If it is a cost-plus-fixed-fee 
contract, I believe that the Government takes it over. But I believe 
that the cost-plus-fixed-fee contracts are not very frequent these days. 

As I believe I mentioned, in the event of a termination at the con- 
venience of the Government, the Government does assume responsi- 
bility for what portion of the inventory, of a contractor’s inventory, 
may be caused by that convenience. 

Mr. Hourrretp. That termination or change in engineering design ? 
. Commander Fotry. Yes, sir. 

I would like to say, sir, if I may, that the Bureau of Aeronautics 
does still have this APRA proposal under consideration. The Bureau 
certainly does not intend to imply that the plan is not worth studying 
that the Air Force has proposed. We realize that we have to have a 
coordinated plan, and we do not say, Mr. Chairman, that the plan 
under which we are now operating is perfect, by any means. 

Mr. Houtrtevp. Is there not an indieation that the Air Force be- 
lieves there could be a more efficient utilization of excess and possibly 
a better recovery from surplus disposal if peculiar materials and 
components of aircraft were declared directly to a special body capa- 
ble of screening, and, also, that it would be better to get it back into 
the channels of trade through these merchandising agents ? 

Commander Fotry. I believe so. I think the general mentioned the 
desirability of clearing up the contractor’s plan of this material in 
order to permit him to utilize his additional space. 

We do have, Mr. Chairman, some very fine comments from the serv- 
ice representatives as the result of the questionnaire that we sent out. 

I might mention one in particular, if you are interested. That was 
the proposal of the supervisory inspector of naval material at Phila- 
delphia, wherein he suggested the necessity for a law, possibly, to do 
this; but he proposed the permission being granted for the service 
representatives to sell directly to the prime manufacturer of the par- 
ticular item of hardware which was involved at a certain percent dis- 
count which this service representative stated had been done some- 
time during World War II with very great success. 

I just bring that up, sir, to let you know that we have not closed 
our ears in the Bureau of Aeronautics to this thing. 

Mr. Houtrtetp. If I understand you on that point, you mean that you 
turned back to the bearing makers the bearings, and you would turn 
back to the hardware people the hardware? 

Commander Fourry. Yes, sir. 

Mr. Houtrrevp. Did we not try that out in the machine-tool industry 
and was not the final conclusion of that that it was a mistake to give to 
the manufacturer articles which he had already manufactured for 
redistribution? It seems to me that we had quite a bit of experience 
which was disastrous. 
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The manufacturer, to begin with, is interested in producing new 
articles and selling them for the original profit. And he looks upon 
this material more or less as an obstruction to his regular program and 
is not very much interested in it. 

I think that was the effect that the referral of machine tools had to 
the machine-tool manufacturers. 

It seems to me that you are approaching it from the wrong angle, 
that there would be all kinds of pressure brought to bear to withhold 
this material from the market or to refrain from accepting it by the 
original manufacturer. 

Commander Fotry. I believe this suggestion was premised on the 
thought that in the experience of this particular service representative, 
he had sold this material to the original manufacturer at 75 percent of 
the acquisition cost. 

Under the proposed plan, under the APRA plan, I have read, or 
heard, at least, that 30 percent would revert to the agent outlets as a 
compensation for his services, plus the shipping cost to the Govern- 
ment to his particular place of business. é 

It appeared as though a greater return to the Government would 
accrue if that were possible. 

We have not explored that, and I just mentioned it as one of the 
suggestions which we have received in response to our questionnaire 
from the field. 

Mr. Ho.irtrerp. Your group will continue the exploration of this 
subject, in your cooperation with the Air Force and the Army in 
working out a centralized program of some kind for improving the 
present program ¢ 

Commander Forry. Yes, sir. 

Mr. Houtrrevp. Are there any questions, Mr. McVey? 

Mr. McVey. No. 

Mr. Houirretp. Mr. Dawson ? 

The CuHarrman. No. 

Mr. Hoxtrrevp. Mr. Burnside? 

Mr. Burnsive. There is one thing that has been worrying me quite a 
bit. What check do you have on items you have already stocked, 
to see, for instance—to determine the amounts. Let us take air- 
planes. We are changing over to the jet airplanes. What check do 
you have in checking your warehouses to find what amount of materials 
you have there that should be gotten rid of soon so that they will not 

ecome obsolete ? 

Commander Forry. You are speaking, Mr. Burnside, of materials 
which are already in our service depots? 

Mr. Burnsipe. They are already in your service channels, or the 
depots. 

Commander Fotry. Well, sir, we have the aviation supply office, in 
the case of aeronautical material which is the central repository for 
all inventory control data on each item of material in the aviation 
supply system. They have what is on hand, what is under procure- 
ment, what is needed and that which is needed is past usage basis, 
that which has occurred through the years, plus what is intended in 
future plans as far as the operations of a particular model of air- 
craft is concerned. 
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By tying to the future planning the past usage, they are able pretty 
easily to predict what probably will be required under a certain plan 
for each item, and they will procure on that basis. 

The question of disposal, if there is an excess—— 

Mr. Burnsive. There will be an excess, just as the commander said 
a few minutes ago—there will be a large excess if we get new equip- 
ment. 

Commander Fotey. Yes, of the older type. 

Mr. Burnsine. Yes, that is what I mean. 

Commander Fotey. We attempt to procure in peculiar aircraft 
items on a program life basis at the outset. 

Mr. Burnsiwe. That is right. As you are getting in these new types 
of planes, this other will become obsolete faster; yet, the private in- 
dustry can use it, and if you get it into private industry’s hands quick- 
ly enough we will get some value from it. If not, it will be outmoded 
and outdated, will it not? 

Commander Fo.try. You are speaking now, Mr. Burnside, of the 
application of an item which we have on the shelf in private in- 
dustry ? 

Mr. Burnsipe. Yes; that is what I am thinking about: That it 
soon will be outdated and you will have to discard it. 

Commander Forry. It is relatively easy, in the case of obsolete 
material in aviation, particularly. It is, I believe, picked up almost 
immediately and disposed of, because of our shortage of storage 
space. 

The aviation supply office has been very much on its toes. 

Mr. Burnsiwe. You constantly screen this material ? 

Commander Forry. In the case particularly of obsolete and ob- 
solescent material. It is not as much of a problem as the disposal of 
excesses, for example, of hardware; that is, general hardware items. 

Mr. Burnsipe. You require the companies to keep dies of this 
material in case you have to shift because of immediate stress due to 
war conditions? They have the dies where they can get the material 
in case you need it? 

Commander Forrey. Yes; I believe so. The manufacturers store 
them. I believe after a certain period of time those dies are destroyed 
when the Bureau of Aeronautics decides that there is no further need, 
or that there will be no further need, for that particular range of items, 

Mr. Horirrevp. Are there any further questions? If not, we thank 
you very much, Admiral Honaker, and all of you. 

Admiral Honaxker. Thank you. 

Mr. Houtriretp. We will next hear from Mr. John A. Priest, of the 
National Production Authority. 

Mr. Priest, you are with the National Production Authority in 
the Department of Commerce. Will you take the witness stand at this 
time ¢ 

Mr. Priest. Yes, sir. 

Mr. Houirietp. We would like to have your opinion on this subject, 
first, from the standpoint of the National Production Authority, and 
then later we might want to ask you some questions in regard to your 
previous experience in this line of work. What is the interest in the 
National Production Authority in the subject of redistribution of ex- 
cess materials and better utilization ? 
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STATEMENT OF JOHN A. PRIEST, AIRCRAFT DIVISION; ACCOM- 
PANIED BY EDWARD A. NICHOLS, OFFICE OF GENERAL COUNSEL, 
NATIONAL PRODUCTION AUTHORITY 


Mr. Priest. Mr. Chairman and gentlemen, I would like to point 
this out, if I may: that I am not geared to answer the National Pro- 
duction Authority’s interest in this particular series right now. When 
ye request was made, I understood that it was to be based on past 

istory. 

I should like to present to you Mr. Nichols of our office. 

Mr. Nicuots. National Production Authority has not looked at the 
oe as yet. I have no knowledge of it. I am sure that the National 

roduction Authority would like to look over the plan, and then, if it 
has any comments, we would be glad to give them. We are happy to 
make Mr. Priest available to the subcommittee. Since National Pro- 
duction Authority has no position as yet on this matter, Mr. Priest’s 
personal views and his broad background may be of assistance to the 
subcommittee. Mr. Priest is appearing here in a personal capacity, 
not as a spokesman for National Production Authority. 

Mr. Houirtetp. Would you ordinarily have interest in that type of a 
thing? I mean, does it come within your department in any way? 

Mr. Nicuots. I believe the National Production Authority would 
necessarily be interested in this type of plan. 

Mr. Hotirretp. You have a certain obligation in the way of alloca- 
tion ? 

Mr. Nicuors. The allocation of metals; yes, sir. 

Mr. Priest. Of the three basic metals, yes; that is where the Na- 
tional Production Authority enters into this program. 

Mr. Houtrre.p. Do you have any information at this time that there 
are appreciable backlogs of critical materials that are tied up in these 
aircraft-production plans as the result of engineering changes or 
termination of contracts? 

Mr. Priest. I do; yes, sir. 

Mr. Houtrrerp. What is your information along that line? 

Mr. Priest. I have had manufacturers state to me that they have 
aluminum running out of their ears. 

Mr. Ho.irretp. Only aluminum, or are there other materials? 

Mr. Burnsiwe. Nickel? 

Mr. Priest. Not copper, not nickel. 

Mr. Hotrrtetp. There is at this time? 

Mr. Priest. Steel and aluminum overages. 

Mr. Houtrtexp. Is that material tied up through one technicality 
or another in unused inventories? Is it susceptible to declaration as 
excess ? 

Mr. Priest. Yes, sir. _ 

Mr. Hotirtevp. And better utilization. 

Mr. Priest. Mr. Chairman, if I may, I want to answer that; yes, 
sir. It is due to excess at one spot, not used there, which could be re- 
distributed. 

Mr. Ho.trre.tp. A condition where critical supplies of metals are 
concerned that are in excess in one plant and in the meantime another 
plant is going out and buying from a primary producer. In other 
words, we are not utilizing our metals to the best advantage, are we? 

Mr. Priest. In the main, I think that is a fair statement. 
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Mr. Hoxrtetp. Do ey have any ideas as to the extent of the in- 
ventory in materials that might be stalemated ? 

Mr. Priest. Only in aluminum, sir. I cannot talk about copper. 

Mr. Hourrretp. Do you have any information in regard to aircraft 
component parts that are already manufactured being in excess in 
supply, either by certain military departments that are holding 
them or refusing to declare them, or by airframe manufacturers? 

Mr. Priest. Your hearing, Mr. Chairman, is on a given subject. 
However, I know that there are certain warehouses that are full of 
materials that could be redistributed. 

That I know, but it is not because of long supplies. It is because 
of technical orders demanded by the Air Force, and the Navy, as far 
as inspection is concerned. 

Mr. Hourrrevp. Will you please clarify that a little bit? 

Mr. Priest. Yes, sir. For instance, technical orders exist wherein 
an instrument should be inspected every 30 days, 1 out of 12, or 1 out of 
10. I cannot quote the order ; I cannot even remember the numbers of 
them. But if they are not handled or inspected during this period 
of time they get a red tag on them. They sit back in the corner of the 
warehouse. 

And in comes all of the jet material, and back in the corner goes the 
stuff that they do not have time for, to reinspect. 

Mr. Houtrtetp. To inspect thoroughly ? 

Mr. Priest. Yes, sir. 

Mr. Houtrrevp. And to declare as excess? 

Mr. Priest. That is correct. 

Mr. Houtrre.p. In your opinion, there is an appreciable amount of 
these parts which have been red-tagged because of a lack of in- 
spection and have been held from excess declaration ? 

Mr. Priest. Yes, sir. 

Mr. Houirretp. It would seem beneficial to the Government if some 
kind of plan could be evolved whereby speedier declarations of excess 
would be made by the owning agencies ? 

Mr. Priest. Yes, sir; except that, naturally, the man desires to get 
out the current type of aircraft demanded by the tactical groups. : 
therefore, prac | af is geared to the maintenance of the jets and back 
in the corner goes the other material. 

Mr. Hoxtrrmeip. Would these materials be usable by commercial air- 
plane lines? 

Mr. Prier. We do not have any commercial jets. Yes; they would 


Mr. Houirretp. Is it your thought that there could be a greater 
recovery to the Government if this Government-owned material was 
—* excess now than to have it withheld for long period of 
time 

Mr. Priest. Absolutely, sir. My own feeling is that those areas of 
storage could be taken over by commercial people and gain a recovery 
and do the commercial lines some good. 

Mr. Burnsive. Right there, on that point; evidently, they are not 
so short of storage as the commander was just saying. 

Mr. Priest. They are short of storage. You can ask Mr. Larson’s 
organization. They are trying to buy all of the warehouse space they 
can; that is, General Services Administration. Is that not correct? 
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Mr. Winxter. I would rathér have our real-property people an- 
swer that. ; 

Mr. Burnsiwz. The commander said that, but he said that because 
they were short of space they were examining this right away. Evi- 
dently, they are not examining it if it is stored away. 

Mr. Priest. You have a priority listing, for instance. My feeling 
is that what I stated to the shcteuela before. 

Mr. Burnsipe. They are not checking. 

Mr. Priest. You have a priority status. If you are going to keep 
jets going, you cannot check the reciprocatings. 

Mr. Burnsipe. A shortage of personnel in making the checks; is 
that it? 

Mr. Priest. You are the people that give them the money; so I 
guess it is up to you. 

Mr. McVey. Do you think of any remedy for that situation ? 

Mr. Priest. Yes, sir. I do. 

Mr. McVey. We would like to hear it. 

Mr. Priest, I think that commercial contracting to relieve the bulg- 
ing warehouses that the services are now being faced with is No. 1; 
that is, storage. And No. 2, the merchandising aspect. 

I think that negotiations should be made with commercial peo 

Mr. Ho.irtevp. “In other words, you think that first there shoul 
orders given from above to speed the declaration of this Kosseaveskiy 
And, second, that the method of utilizing it should be through some 
type ‘of free- -enterprise redistribution ? 

Mr. Priest. Well, yes, Mr. Chairman. 

Mr. Howtrtevp. As I remember, you have had a lot of experience. 
You were before this committee during the Rizley subcommittee days. 

Mr. Priest. That is correct. 

Mr. Horirrecp. That was back in 1946 and 1947. And, if I remem- 
ber rightly, you were in the War Assets Administration at that time? 

Mr. Priest. Yes, sir. 

Mr. Houtrreitp. What position did you hold at that time, Mr. Priest ? 

Mr. Priest. I was the chief of the section of the Warehouse Clear- 
ance Division—aircraft material. I started in the field and personally 
inventoried, probably, 40 warehouses. And then, due to a certain 
success in the Midwest, I was presumably brought down here because 
of my success there and made the Chief of the Depot Clearance 
Division, as it was called, for the War Assets Administration. 

Mr. Howirrerp. You are familiar, then, with the competitive- bid 
sales and with the aircraft-agent type? 

Mr. Priesr. I have handled both and witnessesd both and engi- 
neered or directed the same. 

Mr. Howtrterp. Would you advocate the type of aircraft-agent sales 
that we had before ? 

Mr. Priest. With certain confinement. 

Mr. Howirretp. You mean with certain safeguards? 

Mr. Priest. Yes, sir. 

Mr. Houirietp. What safeguards would you suggest to prevent 
diversion of Government dollars into private pockets in an unwar- 
ranted manner ? 

Mr. Priest. That is a very good question. Qualified operators, 
Mr. Chairman. 
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Mr. Hotirrerp. Qualified operators? 

Mr. Priest. Yes. Now, then, what I would like to say about that is 
that I think it behooves the military to join the group of those to 
determine who is qualified. 

Mr. Houirretp. Who determines that? 

Mr. Priest. What I do recommend is that inspectors from the Navy, 
inspectors from the Air Force, inspectors from the Army go into the 
plants that then are going to redistribute this material, if the plan is 
adopted. They are the ones who determine qualifications. You can- 
not oma umbrella salesmen in this business. 

That was the horror of the War Assets Administration, so far as 
I am concerned. 

Mr. Houtrrevp. That you had men selling materials who knew 
nothing about them ¢ 

Mr. Priest. Absolutely, sir. 

Mr. Ho.irtecp. Some of them knew nothing about the prin- 
ciples of selling or merchandising ? 

Mr. Priest. Well, they were in a different league, a different field. 

Mr. Houtrtexp. Is this field of aircraft materials and component 

yarts and hardware a peculiar field that you think could not be handled 
io a general merchandiser / 

Mr. Priest. It is definitely unique, Mr. Chairman, and cannot be 
done. 

Mr. Ho.irievp. You feel that it must be handled by specialists ? 

Mr. Priest. Absolutely, sir. It is perhaps the most specialized 
field in merchandising today. 

Mr. Houtrrerp. How many breakdowns would you make in the dis- 
posal ¢ : 

Mr. Priest. About six. 

Mr. Howirievp. Will you give us the benefit of your knowledge on 
that ¢ 

Mr. Priest. Yes, sir; I will. Engine parts, propeller parts, whole 

yrops and propeller parts—we will put that in one classification— 
line gear, beth instruments. I do not believe we have to 
get into armanent. Offhand, I would say there are about six cate- 
gories that should be in that. 

Mr. Houirrevp. Are there experienced firms at this time that are in 
those particular fields? 

Mr. Priest. Yes, sir. 

Mr. Houirretp. That are doing the job of selling? 

Mr. Priest. Yes, sir. 

Mr. Hovirterp. And disposal ? 

Mr. Priest. Yes, sir. 

Mr. Houtrietp. Where do they obtain their stocks at the present 
time ¢ 

Mr. Priest. Through two methods. One, as agents for the original 
manufacturer. For instance, you have your hardware people. They 
get them from the general manufacturers, Lamson & Sessions, and 
so forth. 

And then there are general distributors. They call on Northrup, 
and so forth, and sell them their line of requirements. 

The instrument people do the same thing. They get their stuff 
from Sperry. 


22862—52——_5 
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Due to their unique inset in the plane, you will have a representa- 
tive along with the distributors. So you have a manufacturer repre- 
sentative along with the distributor there. 

And then you have the batteries, you have the tires, and you have 
all of that type of sup ly aspect. : 

Mr. Howirrevp. Well now, that is just the regular business opera- 
tion that you speak of there ? 

Mr. Priest. It is until you get the installation aspect, Mr. Chair- 
man. 

Mr. Houirretp. You have said there were two methods. What is 
the other method ? 

Mr. Priest. The other one is in the main from Government sur- 

lus. 
. Mr. Houirtevp. Is that a large field of supply at this time? Is there 
a large quantity of Government surplus being offered by Government 
agencies ¢ 

Mr. Priest. No, sir; there is not. 

Mr. Hottrtevp. It is a very low field at this time? 

Mr. Priest. To go back to my original statement, I do not think they 
are doing a very good job of getting rid of the surplus. 

Of course, in all of this, Mr. Chairman, you must appreciate that I 
am presenting my own personal views, inasmuch as the National Pro- 
duction Authority has not had a chance to review this. 

Mr. Hottrrevp. In other words, they are not declaring? 

Mr. Priest. It is bulging back there. 

Mr. Houtrretp. Our witnesses before us this morning did not seem 
to agree with you. They seemed to think that they had teams of ex- 
cess declaration that were doing a good job. 

Mr. Priest. Why are they asking you for more space for storage, 
then’ That is something that is rather inconsistent, is it not? 

Mr. Burnsipe. Getting back to the point I just asked you about 

Mr. Horirretp. It seems to me that this is a point of fact that needs 
a little bit of exploration to find out if these agencies do have tremen- 
dous stocks of materials stored in their warehouses. I hope there 
will be some industry representatives here who will give us some direct 
testimony on that point from their own personal experience in pur- 
chasing and investigating in these warehouses. 

Mr. Priest. I have not had time to explore it, Mr. Chairman, but it 
can be worked out. You take a look at their procurement, take a look 
at the end products delivered, and then you know what has to be in 
warehouses. And the chart will go like this [indicating]. And then 
you deduct the sales figures. 

Mr. Houtrietp. Are there any questions, Mr. McVey? 

Mr. McVey. I was interested in what you had to say about the steel 
surplus. 

Mr. Priest. Did I say steel, sir? 

Mr. McVey. I thought you did—aluminum and steel. 

Mr. Priest. I did say aluminum. 

Mr. Houirtetp. You said steel, also, I believe. 

Mr. Priest. There was some steel, very well. 

Mr. McVey. I think you have answered my question. 

Mr. Burnsipr. You have no evidence that there is any nickel being 
stored ¢ 

Mr. Priest. No, sir. 
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Mr. Hourrrecp. Are there any further questions? 

Mr. Nicnoxs. Do you wish an expression from the National Produc- 
tion Authority itself? 

Mr. Houtrrer. Yes. 

Mr. Nicnots. After the plan has been looked at ? 

Mr. Ho.irrevp. Yes. e are planning to have hearings tomorrow 
morning and possibly on Wednesday morning. We have some re- 

uests from several people who want to appear on Wednesday. I 

o not know whether we can move them ahead to Tuesday, or not. 
Is there anyone in the room at this time from industry who would like 
to give the committee the benefit of his information on this matter. If 
so, we shall be glad to hear from you. 

You would like to defer, then? 

Mr. Nicnors. Yes. I believe that if you wished an expression on 
the plan we would like to look it over and see how it might affect the 
National Production Authority. 

Mr. Ho.trrevp. We will not have long hearings on this subject, 
because of the imminent adjournment of Congress. . 

Mr. Nicuots. We desired to know your wishes. 

Mr. Hotirrenp. We will excuse you, then, Mr. Priest and Mr. 
Nichols. Thank you for your appearance here today. 

Mr. Priest. Thank you. 

Mr. Nicnots. Thank you. 

(Subsequently the Administrator of the National Production Au- 
thority submitted the following letter and statement :) 


DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY, 
Washington, July 3, 1952. 
Hon, Cuetr HOLIFIELD, 
House of Representatives, Washington, D. C. 

Dear CONGRESSMAN Ho.irieLtp: During the recent hearings held by your Sub- 
committee on Executive and Legislative Reorganization of the House Committee 
on Expenditures in the Executive Departments, your committee expressed a de- 
sire to have this agency’s comments on the proposed plan presented by the United 
States Air Force to accomplish the redistribution of excess material. Accordingly 
I am submitting herewith a statement containing our comments with respect to 
this plan. 

‘The National Production Authority is very much interested in and in sympathy 
with such a proposal because of its obvious assistance in carrying out the ob- 
jectives of the Defense Production Act of 1950, as amended. If your committee 
desires further information from us in connection with this proposal, we will be 
glad to hear from you. 

Sincerely yours, 
HeNryY H. Fow er, Administrator. 


STATEMENT OF THE NATIONAL PRODUCTION AUTHORITY AS TO AIR Force PRESENTA- 
TION ON REDISTRIBUTION OF IDLE AND Excess MATERIAL 


The National Production Authority has received a copy of the Air Force 
presentation on the redistribution of idle and excess material and of the pro- 
posal for the reestablishment of the World War II redistribution program. The 
following is submitted by the National Production Authority as comments upon 
the proposal : 

1. In principle, this agency will concur in any proposal of a method and system 
which will make available “idle” or “excess” or “surplus” material or mill prod- 
ucts or hardware, bearings, fittings, and components which have been acquired 
in connection with the aircraft program but which for any reason are unusable 
by a recipient under the program. The National Production Authority has an 
obligation, pursuant to the Defense Production Act of 1950, as amended, to 
assist in developing and maintaining the military and economic strength of this 
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country. It is entirely conceivable that among the materials to be the subject 
of the redistribution program will be items of steel, copper, and aluminum 
in such shapes and forms that they are subject to the controlled materials plan 
of NPA. It is quite probable that many of the items of hardware, bearings, fit- 
tings, and components which have been the subject of manufacture and delivery 
under the aircraft program and which will be the subject of redistribution pur- 
suant to the proposal may be usable by others in connection with the aircraft or 
other phases of the defense program. 

If that proves to be the situation, their early availability to vtner potential 
users will tend to minimize the requirements for scarce materials or items to be 
manufactured therefrom. Any such result will assist the defense program and 
the objectives of this agency. Even if any of such articles cannot be used in 
the defense program, nevertheless their availability for the civilian economy, 
under the ultimate redistribution operation, might tend to meet some of the 
requirements of production for the civilian economy, and thereby prevent fur- 
ther disruption than that necessarily occasioned by the defense program, As a 
last resort, in the event that any of the materials or items, the subject of such 
redistribution, turn out to have no usefulness either for the defense program or 
the civilian economy, their early conversion to scrap for regeneration into basic 
materials would assist not only the defense program but the civilian economy. 
Yor the above reasons, the National Production Authority believes that a method 
of redistribution and returning to productive use of “frozen” materials or prod- 
ucts is of great importance to the objectives of the Defense Production Act. It 
is felt that this agencv should support this proposal. 

2. The National Production Authority, however, wishes to make the follow- 
ing obeservations: 

(a) It is essential that a redistribution program does not so operate as to 
disturb the system and pattern of allocations made by this agency pursuant to 
its controlled materials plan or in accordance with its various allocation orders. 
Appropriate provisions should specifically appear in the framework of any 
redistribution procedure or in the various appropriate NPA regulations or 
orders, or both, to assure that one having a production or construction schedule 
will not, by the operation of the redistribution program, receive quantities of 
materials in short supply in excess of those allotted under the NPA regulations 
and orders. 

(b) Since some of the materials to be the subject of redistribution presumably 
wil! be in the shape and forms classed as controlled materials, some provisions 
must be made as to their disposition and delivery within the framework of CMP. 
In addition, certain other materials in yery short supply, for example columium, 
are subject to NPA orders controlling their disposition, delivery, and use. There- 
fore, adequate provision must be made either in the proposal or in appropriate 
NPA regulations and orders, or both, to assure that delivery and use of such 
materials will conform to the control patterns established by the National 
Production Authority. 

(c) Reference is made in section 5F (c) to consultation with industry advisory 
committees. It is not clear whether the proposal contemplates the use of the 
industry advisory committees established by the National Production Authority 
pursuant to section 709 of the Defense Production Act, as amended. It is 
believed that the use of those committees is inadvisable, but we suggest that 
other arrangements be made for consultation with representatives of industry 
groups affected by the proposed action. 

(ad) It is suggested that the National Production Authority be given the oppor- 
tunity of examination of any final proposals for such redistribution which may 
be prepared prior to their adoption, in order that this agency will be able to 
remain in a position which will make it possible for it to be able to carry out 
its responsibilities under the Defense Production Act. 

(e) It is probable that many of the items which will be the subject of the list 
provided for in the proposal will bear nomenclature which, while meaningful to 
the Air Force, will be nondescriptive to the other services or other possible 
users under the defense program or users under the civilian economy. It is 
suggested therefore, that when lists are prepared pursuant to this proposal, that 
items so listed also be so described by commercial nomenclature that they can 
be more effectively identified. 

Subject to the above comments and suggestions, the National Production Au- 
thority is in favor of adoption of an effective working system which will accom- 
plish the redistribution and returning to productive use of materials and items 
which, for one reason or another are not in fact being used, not only in the air- 
craft program but in any other phases of the defense effort. 
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Mr. Hotrrrerp. Will you come forward and identify yourself for 
the record ¢ 


STATEMENT OF REG WOOD, CONSERVATION ENGINEERS, INC., 
COMPTON, CALIF. 


Mr. Woop. Mr. Chairman and gentlemen, my name is Reg Wood. 
I represent Conservation Engineers, Inc., Compton, Calif. 

So far as an opening statement is concerned, I would like to identify 
our operation in this manner, by oe to a proposal that we have 
made, after making a survey and an analysis and a study of the re- 
distribution program. 

We got into this thing sometime last November or December, as 
a natural addition to our present activity. Our present activity is 
located in Compton, Calif., and has to do with the firm of industrial 
aids, which is an operation engaged in the processing of aircraft hard- 
ware. 

To the extent that we take from the aircraft companies in our locale, 
Los Angeles and San Diego, that material that is known to them as 
stockroom mixes of aircraft hardware, we, also, take from them con- 
taminated material and floor sweeps. In that operation we bring 
this material back to specifications and on a quality-control basis, and 
we return it to the aircraft companies. 

Also, in addition to that, we have been requested by the aircraft 
companies to get into another field. 

No. 1, they use an aircraft part that is called a Cleco or a skin 
fastener. It is a little item that holds the skin in place before they 
put the rivets in. These items cost from 8 cents to 45 cents each to 
the aircraft manufacturer. 

Our program is one of conservation, in that we feel that conserva- 
tion is a keynote and will become more of a keynote in the indus- 
try today. 

They have asked us to see what we can do about the Clecos, and 
consequently we have a plan in operation that has been in existence 
since last August in which we take these parts, sort them, rework 
them, and bring them back to their original good usage. 

Of course, our cost on the operation is a minimum. 

We also have a program where we reclaim or rework C clamps 
which are used by the tons in the various aircraft plants. Those we 
take apart, disassemble, and put back into new condition and send 
them back to the aircraft plant. 

To give you some idea of what our operation consists of on the 
industrial aids plane, we have sorted for the aircraft industry in the 
Los Angeles area alone for the past 10-month period, understanding, 
of course, that our operation was new—we started out as of around 
about July 1, 1951. 

In this particular category we sorted 289,043 pounds of aircraft 
hardware in all kinds and conditions. 

Of that amount, we returned to the aircraft industry 121,345 pounds, 
or a percentage of 55 percent. 

The dollar value of material recovered, at an average price of $2.02 
a pound, was $245,116.90. 
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The cost of recovery to the aircraft industry was $132,228.08, rep- 
resenting a savings to the aircraft industry, total, after the scrap 
sales allowance of $116,804.34. 

My reason for mentioning that and bringing that point up at this 
particular time is and has been that it is my contention that your 
program here on redistribution should rightly be termed a conser- 
vation program. It is a conservation program. And taking these 
materials that are no longer of any use to the aircraft industry or the 
aircraft company as a company on one operation, and putting it into 
another operation, we have found that, so far as industrial aids opera- 
tion is concerned, where this operation that we now have has never 
been thought of in that particular area, we are taking something 
from nothing and making something out of it. 

That is indicated, and of course evidenced by the statement of 
fact here. 

(The memorandum dated June 9, 1952, is as follows:) 


MEMORANDUM 
JUNE 9, 1952. 
To: Board of Directors, Industrial Aids, Inc. 
From: James D. Baird, Treasurer. 
Subject: Reclamation of mixed stock—Recovery report. 


The following report is a breakdown of the activities of Industrial Aids, Inc., 
from July 1, 1951, to April 30, 1952: 


Material received on contract and purchase less shrinkage (dust, 


"i, IRR ERR rage ns SF TES PR eaves Temeonrenne = pounds__ 289, 043 
SO I ia eh lela daitaligsab aipitbealien hi hcicnee wa) .... 97, 888 
Material on hand for further disposal__......_._._.__-_._____- do__-- 69, 810 
Material returned to the aircraft industry___.._....._----_- do____ 121, 345 

55 


Peveenteee of receveereliss tai os ec ce ic i Ak 


Dollar value of material recovered, at average price of $2.02 


Oa Sega RII dS SELES ERS SIE RUS REP Sk SO a WEBS SA $245, 116. 90 


Cost of recovery to aircraft industry___._.____-_____-~- ba ee Le 132, 228. 08 
Mavidees Cok seetcemEt NGI ics isis i nh no i ee 112, 888. 82 
Plus cash returned to aircraft industry on scrap sales__.__.--__-__ 8, 915. 52 
Net savings to aircraft industry in 10 months’ operation._.__ 116, 804. 34 


JAMES D. Barrp, 
Treasurer, Industrial Aids, Inc. 


Mr. Woop. By the same token we know, as far as these excesses are 
concerned, and these surpluses, we have a definite knowledge of some 
of that material existing. We know that it is there. 

Just recently, I would say around about the middle of February, 
we were called by Northrop Aircraft Co. They had heard that we 
were interested in this conservation or redistribution plan. They 
called us and asked us what we were doing about it. Of course, we 
advised that we had been back to Washington on several occasions, 
that we had brought up a conservation proposal, a redistribution pro- 
posal that was similar to the APRA plan, ut still different in many 
ways. They knew about it. 

o consequently they wanted to know, inasmuch as we have this 
plan, if we had warehousing space available. Of course, in this plan 
it will take warehousing space for any individual or group that gets 
it. 

We had some 300,000 square feet of warehousing space available. 
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‘Northrup requested at that time that we draw up the warehousing 
proposal to take care of some $300 million worth of material that 
they had on hand, or was in the process of coming into their plant. 
That was either new material, surpluses, excesses, machinery, et 
cetera. 

As far as the actual categories of the material that they have taken 
into consideration in this account, I do not know. I have seen no 
lists of it. I do not know what it consists of, except that we did have 
a request from them for that type of activity. 

Consequently, we drew up a proposal and presented it to them with 
the understanding that we did have 300,000 square feet of warehous- 
ing space available. We also had some 23 acres of additional land on 
which we could build buildings for them. 

After about 2 weeks the situation developed where they said they 
wanted, well, more elaborate detailed explanation of what our pro- 
gram consisted of. That we have submitted to them, and that, I 
understand, is right now at Wright Field. 

Of course, we intend fully, from a private-enterprise viewpoint, to 
pursue that to its end, whatever it may be. We intend to cooperate 
with them if there is any way possible that we can do it. 

There has been some comment as to contract termination and ex- 
cesses, and so forth, that have been available. 

In drawing up a conservation proposal or redistribution proposal, 
we talked with some of the airframe manufacturers regarding the 

lan. 

r This plan that we propose herewith is one that has for a back- 
ground the sncations experience and the dependability of one of, I 
would say, very high level in the Douglas Corp. It has the experience 
of this individual who was so engaged in this same type of an opera- 
tion for the Douglas Corp. during the last war. 

Inasmuch as Turing the years 1943 to 1944, Douglas did not care 
to subscribe to the approved method as it was at that time they went 
into their own redistribution plan. In other words, they hired in 
Los Angeles the Union Terminal Warehouse and they warehoused 
their material. 

They saved what they could, and they brought about a situation 
where they had this material readily available to themselves at all 
times. 

During that process, I am informed that they had, at least, $28 
million running inventory on material that they had in the warehouse. 
That was the material that was excess to them on one instance, but 
by the same token was not excess on the other instance. 

In their plan and method of operation at that time, of course, it 
was pained a company operation and they put it in and took it out 
at will. 

In this plan that we are submitting now, which is comparable to 
what they have and, as I say again, somewhat similar to the APRA 
plan, it is tantamount that the operation be one in which the materials 
that are on hand as excess or contract termination materials be turned 
over to private industry on certificates of accountability, and the 
responsibility for the material will lie with the service’s representa- 
tives. 

There has been quite a lot of talk here this morning on various 
types of exchange as to how this can be done and brought about. 
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In our material flow chart the material, of course, would be gener- 
ated by the aircraft industry contractors as the prime manufacturers, 
and when it was known that this material is excess or terminated ma- 
terial, it would be cleared through the services and through the 
Government agency. 

And again we are like a lot of other people, we favor General Serv- 
ices Administration, because it is part of their operation. But rather 
than go into the General Services Administration as the clearing 
house, we propose and we are willing to follow through with our 
corporation as conservation engineers, to be the clearing house for 
the aircraft industry for the materials. 

In that event, we would be in a position where we would propose 
that we could get out lists. We would screen; and we would see that 
the material is of a particular category in a limited amount of time. 

Mr. Houtrtevp. As I understand it, Mr. Wood, you are advocating 
a plan similar to the Air Force plan, but you think that there should be 
a private corporation, privatly owned enterprise corporation, that 
should do the screening and the allocating? 

Mr. Woop. That is right, Mr. Chairman. 

Mr. Houirrerp. How would you insure, first, that you would have 
fairness in the allocation and efficiency in the allocation if a private 
corporation took up that particular phase of the work, rather than 
the Government ? 

Mr. Woop. Well, by private corporation taking over this partic- 
ular activity, rather than the Government, I do not mean to cast any 
aspersions, but I think that private industry could perform the opera- 
tion much more eccintiltieniy than could a Government agency. 

Mr. Houtrtevp. In other words, you would prefer the Murray Cook 
form of redistribution, such as was used after World War II, rather 
than the new form that has been proposed by the Air Force? 

Mr. Woop. To the extent that the corporations engaged would be 
policed and governed entirely by activities of the services and the 
government agency. For that purpose, the whole situation, so far as 
this type of a conservation program is concerned, would have to be 
that all of the agents, as well as the clearing house or corporation X, 
as it may be called, must be, first, a quality control organization. 

By quality control organization, I mean an organization that is 
operating under the quality control standards and procedures pre- 
scribed by the Air Force and the Navy. 

In that way, the material would not lose its identity. 

Just pursuing one level further, it is proposed that the clearing 
house would set up a material review board. We have had some dis- 
cussion here this morning back and forth on who would control, who 
would determine as to whether it would be scrap or usable material. 

This material review board, consisting of a representative again of 
General Services Administration or a Government agency, and the 
representative of the manufacturer as well as a representative of the 
services would pass on all of these materials that would pass through 
as excess, termination, and what not. 

This materal review plan would classify the material either in air- 
craft usable status; and then, of course, it would go into the hands of 
various control agents who would be in a position where they could 
easily and readily identify the material. For example, if it were 
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aluminum sheet and it had been sold by Alcoa, their agents would 
act as agents in this particular regard where they would reidentify 
it, if the material had become contaminated to some extent, they would 
be able to remove the contamination and put it back into aircraft 
quality. 

Mr. Houtrrecp. Let me understand you. Do you mean to say that 
there should be an attempt to get back into the hands of the primary 
manufacturer such materials as might be declared in excess? 

Mr. Woop. No, I am thinking now in the terms of distributors. 
IT am sorry that I put in the word “Alcoa.” 

Mr. Hottrrevp. Let us explore that point. Then you are indicating 
that all aluminum should be declared back to the Aluminum Co. of 
America, and they should redistribute it? 

Mr. Woon. I think it should go back to the distributor of that par- 
ticular type of material, to the aircraft industry. 

Mr. Ho trrevp. I see. Let us say the agent for Reynolds, or the 
Aluminum Co., or Kaiser? 

Mr. Woop. That is correct. And the same with the hardware and 
the component parts, and so forth. They should all go back to the 
various distributors. 

I do understand that the Navy man was frowned upon a little bit 
because of that, but I think that I can qualify that to this extent. 

The reason why I brought up these Cleco skin fasteners that we are 
working with is this: At the time that we started in the operation no 
one else wanted to do anything about it. They did not recognize the 
condition that existed. However, it did get to be a very vital item. 
You could have sold Clecos for anything that you wanted. The air- 
craft companies would have bought them at the time that we got into 
the conservation plan of Clecos. As I say, we have been in it since 
last August. We have saved a lot of Clecos. By the same token, 
we are negotiating right now with the manufacturer, in this instance, 
the Wedgelok Co., in North Hollywood, to turn them back to them, 
because they are beginning to recognize the necessity of reclaiming 
them, because they are unable to get new materials to make new Clecos 
with. Sothat operation will go back to the manufacturer. The man- 
ufacturer, in turn, will send them back to the aircraft companies. 

By the same token, progressing down here on this material, so far 
as the flow of this is concerned, the scrap material that would be 
certified as scrap, of course, would go to certified scrap agents. The 
certificates of accountability, and so forth, would be given back to the 
material review board and it would find its way back into the aircraft 
industry. 

The whole plan is one generally along the lines of APRA, but there 
it changes in two places. 

No. 1, of course, is the setting up of this corporation X that will act 
as a clearinghouse. 

No. 2 is that the material will change on certificates of accountability. 
And in that way it will relieve the aircraft manufacturer of having to 
carry on his list these terrific inventories which, of course, have no 
particular use to him. 

There is another quality there that should be taken into considera- 
tion; that is, the idea of the material review board. The material 
review board will have the sole responsibility of classifying the 
material. 
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It is, also, considered that some of the material will not be of aircraft 
quality and it will go back into commercial usage and will be disposed 
of there on a commercial basis. 

That, generally, is the idea of our proposal. 

Mr. Hotrrterp. If you have a brochure that you would like to leave 
with the subcommittee, we will be glad to receive it. 

Mr. Woop. I am very well prepared. I have about a dozen or so of 
these, if anybody would like to see them, and I shall appreciate having 
it in the record. 

Mr. Ho.irtetp. If you have a prepared statement that you would 
like to present, then we will be glad to receive it, too. 

Mr. Woop. Yes. This covers all of “Industrial Aids” as related 
activity of “Conservation Engineers.” 

(The brochure entitled “Conservation Proposal” is as follows :) 


CONSERVATION PROPOSAL 
(Conservation Engineers, Inc., Compton, Calif.) 
FOREWORD 


Conservation Engineers, Inc., was formed from the original Industrial Aids, 
Ine. Industrial Aids, in its turn, was initiated for the purpose of conserving 
strategic aircraft materials by sorting and segregating such small parts as 
rivets, bolts, nuts, fittings, etc., in conformity with Government and manufac- 
turers’ specifications and requirements. In particular, the purpose of Industrial 
Aids is to fulfill a need which has existed in the conservation field since the 
inception of aircraft manufacturing by returning mixed stocks to production. 
Thus, valuable machine time is released for processing new materials which are 
so critically needed throughout industry. 

Industrial Aids’ operation consists of sorting and inspecting materials. No 
manufacturing of any kind is performed. Barly in the program it was realized 
that many valuable parts acquired should, by reprocessing, servicing, or re- 
working, be again made available to industry. To date Industrial Aids has per- 
fected a reworking and servicing of all Cleco fasteners and C clamps. Through 
research, it now has the approved processing method for replating elastic stop 
nuts and related items. Processes are presently being developed for the con- 
servation of tools, bits, and files, etc. 

Conservation Engineers, Inc., likewise, is dedicated to the principle of con- 
serving all matériel, including all raw material, hardware, component parts, 
and related items used in the manufacture of aircraft, with the same intent 
and purpose as originally set forth in the program of Industrial Aids. 

The need for expansion of the present conservation program has been realized 
for a long time, and this proposal is not the first, by any means. Programs of 
conservation were considered, adopted, and put into practice during World 
War II. It is felt that with the proper type of cooperation they would still 
be in operation. However, all such programs were found to be inadequate for 
various reasons: in some, the manufacturer sets up his own warehouse for 
this purpose. This plan proved more successful than another in which indivi- 
dual private corporations were set up, usually at great cost to the industry 
and the Government. The latter plan was weak in purpose, and due greatly 
to the selfish motives of its principals, who became involved in granting special 
privileges, received little or no cooperation from the industry. 

Unlike past programs, the present proposal is one stressing conservation. 
Call it redistribution, warehousing and cataloging, surplus, or any other word, 
it is still conservation. 

It is proposed that Conservation Engineers, Inc., assume the responsibility 
of acting as a clearing house or central agency for the aircraft industry in all 
matters pertaining to the conservation of material falling into the follow- 
ing categories: contract termination material; unrequired material; excess 








CRITICAL MATERIALS AND AIRCRAFT PARTS 69 


material; commingled materials, and material designated by any other phrase 
or word applied to aireraft material not being used for its original intent and 
purpose by the aircraft manufacturer who originally purchased same. A pool 
will thus be formed, from which such unwanted material of one manufacturer 
may become available to all other manufacturers. In this manner not only 
would vast sums of expensive material be saved from diverse channels, in most 
instances relieving the producer of machine time to produce such items, but the 
program would also alleviate many critical shortage items. This fact has been 
proven by earlier programs of similar aim, although they may have fallen short 
of their objective. 

Even though aircraft material may be in one of the unwanted categories 
as listed above, it can still retain its original aircraft quality if properly 
controlled. 

For the purposes of this program, all materials in these categories are 
included, whether title for such material lies with the contractor (aircraft 
manufacturer), or with the Government, or with a specified branch or department 
of the Government. 

CONSERVATION PROGRAM 
Redistribution 

1. Conservation Engineers, Inc., proposes a program to help solve the prob- 
lem of redistribution of materials to the maximum extent possible at a mini- 
mum cost to the Government. 

2. In handling the materials for redistribution in the proposed plan, the 
following classes of materials are excluded from consideration because of their 
peculiar design which would make them unusable in aircraft except for the 
specific models for which they were designed. These types of materials should 
be screened by the procuring agencies at the prime contractor level for pos- 
sible retention for spares purposes, and if not required should be authorized 
for scrap so that the prime metals could be recaptured at the earliest possible 
moment. 

(a) All parts manufactured to the prime contractors’ drawings and 
specifications (except right-angle extrusions) ; 

(b) All castings, forgings, and extrusions (except right angle) ; 

(c) All rubber products; 

(d) All name plates and decals; 

(e) All paper forms. 

3. All other materials will be handled by Conservation Engineers, Inc., act- 
ing as a clearing agency for the aircraft industries when they are declared 
as unrequired by them. 

4. All materials transferred to Conservation Engineers, Inc., will be trans- 
ferred on transfers of accountability forms for Government property. The 
allocability of such materials to the proper contract will be the responsibility 
of the prime contractor and cognizant contracting officer. 

5. All material transferred to Conservation Engineers, Inc., will be checked 
by its inspection procedures and personnel under the supervision of one or 
more of the services’ quality control sections to determine the quality of the 
material. All materials will be classified into one of the following categories, 
after which Conservation Engineers, Inc., will certify material to proper agency : 

(a) Aircraft quality ; 

(6) Commercial quality ; 

(ce) Serap. 

Nore.—Where critical shortages are known to exist, Conservation En- 
gzineers, Inc., reserves the right to bypass agencies in the interest of the 
industry. 

6. In cases of disagreement between Conservation Engineers, Inc., and the 
quality control of the services, such disagreements will be referred to a ma- 
terials review board consisting of one representative of Conservation Engineers, 
Inc,, one representative of industry, and one representative of a services’ qual- 
ity control. The quality control representative Shall have the veto power of 
decisions. All decisions of the materials review board will be final. 

7. Conservation Engineers, Inc., will operate on a basis not to exceed a 
nominal percentage of the market value of all material cleared through its 
operation, subject to periodic review. 
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8. Conservation Engineers, Inc., with approval of the designated agency of 
the Government, will select agents and enter into contracts with said agents 
to handle the materials of categories (a), (b), and (c) of paragraph 5. 

9. The selected agents will operate on a percentage basis, depending on vol- 
ume of sales and the normal percentage of profit allowable to sales of like 
material. 

Note.—Inasmuch as economy of operation will contribute to the eventual 
success of the program, it is anticipated that costs of both Conservation En- 
gineers, Inc., and/or its agents will not exceed 40 percent of the market value 
of matériel affected. 

Due to the experimental nature of a conservation program such as this, it 
is suggested that, for the immediate present, action be confined to the Los 
Angeles-San Diego areas. 

Detailed operating procedures will be made available upon approval of this 
plan. 


MATERIAL FLOW CHART 


























































































































AIRCRAFT 
% INDUSTRY 
Sere i CONTRACTORS 
| | 
| 
i 
! 
! i 
'—~->}  SEAVICES Government goat 
Agency 
: T 
Nea. sto op a iat ewios: ds WK 
Conservation Matertel 
og Engineers, Inc. }-—-——>j Review “aa 
4 Board i 
' 
‘ 
‘ 1 
j ' 
Vv 
Mig, oes ty oa pie EAA gerbes ‘ Scrap 
' , T 
! i { 
1 —=__—- = - — -— J 
Vi 7 v 
Scrap Scrap 
Agents Agents Agents Agents Agents 
v.44 
ee — -_ —- ewe y 
7 
Coanmerc ial 
Usage 
<- , y 











—————— Redistribution 
From Contractors 


-_——— — — 





of 
nts 


rol- 
ike 


CRITICAL MATERIALS AND AIRCRAFT PARTS 71 


ORGANIZATION CHART 
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Mr. Houirievp. We thank you very much. 

Mr. Woop. Thank you. 

Mr. Houirtetp. We will next hear from Colonel Carey of the Air 
Parts, Inc., at this time. 

Identify yourself for the record. 


STATEMENT OF JOHN H. CAREY, AIR PARTS, INC., 
GLENDALE, CALIF, 


Mr. Carry. My name is John H. Carey, and I represent Air Parts, 
Inc., of Glendale, Calif. 

Mr. Horirievp. Mr. Carey, have you had an opportunity to see 
the proposal of the Air Force that was presented to our subeommittee 
this morning ¢ 

Mr. Carey. I have not seen a copy of the proposal, but I think it 
was pretty well reviewed here today and, perhaps, I could discuss it 
in whatever fashion you would wish. 

So far as I can see, the only change in the old one and the new one 
was to substitute General Services Administration for corporation 
X,I think. Otherwise, it seems to me that it is practically the same. 

Mr. Houtrtevp. It has this chart in the presentation, with corpora- 
tion X, whereas the Air Force had General Services Administration 
this morning. 
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Mr. Carey. That is right. 

Mr. Houirre_p. Apparently, the rest of the old one is the same as 
the new one. Would you care to testify on this plan as presented 
this morning, and your opinion as to the relative value of the plan as 
presented this morning and as presented before when a private cor- 
poration was given the task of screening and allocation ? 

Mr. Carey. Yes; I would be happy to give you whatever I have 
there. 

Mr. HoutFieip. You might tell the committee whom you represent. 
You gave the name, but what is that business ? 

Mr. Carey. We are aircraft distributors within the aircraft in- 
dustry, and have been for the last 21 years in this very business of 
ge 

Mr. Hortrrevp. All kinds of aircraft parts? 

Mr. Carey. That is right. 

Mr. Hoxirrecp. And you are agents for the manufacturers? 

Mr. Carey. We are distributors for Goodyear and Champion spark 
plugs, and so forth. 

Mr. Ho.trievp. You also obtain material on these surplus sales? 

Mr. Carey. Yes; that is something we dislike. Frankly, we dis- 
like to obtain materials that way, because we do not believe that the 
Giovernment is getting the substantial return that the Government 
should get if those materials were properly channeled through in- 
dustry, through the people who are doing it now, and have been used 
to doing that sort of job for a profit all of these years. 

And now we feel that in the interest of the Government that material 
would bring a considerably better return if it should be so channeled, 
rather than through these big sales. 

We do it; we do it because we have to. 

Mr. Houtrieip, You are not advocating its going back to the manu- 
facturer, but you are advocating that it go to a distributor who is 
experienced in the field of merchandising ? 

Mr. Carey. That is right. 

I heard the testimony of the gentleman from the Navy where they 
had had $12 million worth of this material. They had bid sales. In 
one instance, they had 20 or 30 of these announcements that went out 
and they received one bid. On another occasion they received no bid. 
On another one they received one bid. 

You cannot sell that material that way. You have to have men 
calling day after day, consulting with these people who need the 
material. You have to give them the benefit of your advice. You 
have to give them the benefit of the adaptability of the material and 
things likee that. You cannot just sit back and write a letter or write 
an announcement and that sort of thing and sell it. 

Mr. Houirretp. Is it not true that the Navy in that type of disposal 
is using exactly the type of disposal that the War Assets Administra- 
tion used in making a list of material and asking for people to come 
in and bid on it ? 

Mr. Carey. That is right. Of course, the War Assets Administra- 
tion had a dual method of disposal. One was by bid sales of that 
nature on which the recovery was little or nothing, as the Navy has 
said, 114 percent of Government cost. And, on the other hand, they 
did dispose of materials through an agency plan. ; 

Mr. Houtrierp. The aircraft agency ? 
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Mr. Carey. That isright. Anaircraft-distributor plan. However, 
it had many weaknesses. 

This plan now, if properly administered, should prove to be a plan 
that has taken advantage of all of those mistakes that were made in 
that, period. 

As Mr. Priest said, one of the main points that should be stressed is 
to have distributors who are reputable, people who are reputably 
recognized in the business, and people who are not junk dealers and 
that sort of thing. 

Then you will get the proper return. Not only that, but you will 
get the proper sales effort in that field. 

Mr. Houirrecp. How would you suggest that this material be made 
available to qualified distributors—on the basis of a consignment with 
title remaining in the Government, accountability to the Government 
made on much the same basis as the previous aircraft-agency contracts 
were ? 

Mr. Carey. I think that the Government should retain title to the 
material. It belongs to the Government. I think they should retain 
title. 

I notice in this plan—that is, the former plan—that distributors 
would be consulted as to what of the material they would like. That 
is just one point there. 

think that the distributors would be very pleased to offer their 
facilities for all of the material and let them screen it for quality 
control and that sort of thing. 

My thought is that you have a big problem; you have all of this 
material; that, while the baby is young, the baby is growing very, very 
fast. And, while you have all of that material, if the distributors are 
going to just select what they would like out of it, you will still have 
a problem. You will have a problem with the remainder, the rest of 
it. I think it would be much better for the distributors in a class to 
take components, for instance, that they would accept, and have them 
screen them and list them, identify them, all of these things that are 
necessary, prepare them for storage, and that sort of thing—all of the 
material, not just the residue, or leave the Government with the residue, 
because I think that is very important, because you want to dispose 
of all of this material. And I think in that way you will get a more 
complete coverage there. 

Mr. Hottrrecp. Would you suggest breaking the materials down 
into classifications such as Mr. Priest suggested, consisting of five or 
six or seven classifications ¢ 

Mr. Carey. I think that they should be broken down to the point 
that they are broken down in the plan, at least, with raw materials 
and hardware and bearings and materials of that nature. 

The components can consist of propeller parts, propellers, landing 
gears, gear parts, and that sort of thing. 

Components is a pretty general classification, but there are people 
who have been in this business who are used to handling that genera! 
group of components. 

Mr. Howirrevp. For instance, there are specialists in bearings and 
in propellers? 

Mr. Carey. That is right. 

Mr. Howtrrevp. And in engines ? 

Mr. Carey. Yes. Some distributors are qualified to handle all of 
the components generally; but, when it comes to bearings and hard- 
ware, that is rather specialized. 
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Mr. Houirretp. Have you thought that through on the problem that 
we had before of the determination of material to be either usable or 
scrapped, and the safeguarding of the Government in regard to such 
declarations of scrap as we had experience with before ? 

Mr. Carey. Yes, sir; I have. It is my thought, frankly, and I 
would like to see APRA take the place of corporation X. 

Mr. Howtrrevp. In other words, the representatives of the Defense 
Establishment to take the place of corporation X, so far as the declara- 
tion of usable and scrap material is concerned, or for the whole oper- 
ation of allocation ? 

Mr. Carey. Theallocation,too. I would suggest that in that APRA 
group there would be a board consisting of a member of the Air Force, 
or two members of the Air Force, a member or two members of the 
Navy, a member or two members of General Services Administration, 
because they have a definite interest in this thing, and, also, two repre- 
sentatives of industry, top-level people, and I mean top-level people 
there, who would determine those things. 

That is, matters of appointment of agents, matters of allocation of 
materials, and matters of scrap. 

There would be no scrapping without proper authorization by all 
qualified; at least, to be directed by a qualified board that you could 
trust. 

Mr. Hottrtetp. In other words, you would envisage setting up a 
definite standard of qualification for these agents ? 

Mr. Carey. That is right. 

Mr. Ho.irrevp. And then opening up the material for distribution 
to any private enterprise that could qualify under the standards set 
up by this board which you mention ? 

Mr. Carey. That is right; of course, that would depend largely 
upon the volume of the material that would be allocated. 

Mr. Ho.irreip. Of course, you recognize the problem we face on 
that. We would face the problem of charges of favoritism in allo- 
cation and all of that sort of thing, unless it was made in such fashion 
that that material was offered to them on a bid basis or on some 
type of consignment which would be fair to all comers. 

Mr. Carey. You could probably do it that way, but I do think 
that in industry, if we are going to do the same job in industry, we 
would select the people that we thought were better qualified to handle 
the job. We do not have the problem that you have nationally in 
that respect. 

Mr. Howirietp. We Congressmen have a political problem, Mr. 
Carey, of some firm in our district that feels they are highly qualified 
and should be on that list. That is one of the things we have got to 
consider, you know, in setting up any type of operation like this. 

Mr. Carey. There is no one better qualified to know that than I 
in that job that I had there with the War Assets Administration, but 
I am thinking about the best way of doing it. That is what I would 
do if I were confronted with this problem. I would pick not too 
many. I would pick the number that I thought was necessary to 
handle the job and pick the very best people in the field. I know it is 
difficult. 

Mr. Howirietp. Every junkman envisions himself as a tycoon of 
industry and fully qualified. 








CRITICAL MATERIALS AND AIRCRAFT PARTS 75 


Mr. Carry. I have met a lot of them. 

Mr. Ho uirteto. I think the War Assets people found out that it 
was very hard to set up rules which excluded some and allowed others 
to have the privilege of this consigned merchandise. 

Mr. Carey. That is very true. 

Mr. Houirtevp. It is a practical problem that has to be met. 

Mr. Carey. It has to be met with determination and can be met. 
I say that the baby is smal! now—this contractor inventory business. 
It amounts to probably more than the reports would indicate now. 
It is growing every day. We know that. It is bound to. 

Mr. Horirretp. We had some sharply divergent testimony this 
morning, I believe. If I understood it correctly, there was one esti- 
mate given to us of approximately 10 million. On the other hand, 
we have the Navy testifying that they sold 30 million in the first 
quarter of this year. So, that testimony alone would indicate there 
must be a difference. And then we had additional testimony that 
a great deal of this material has not been declared excess or surplus. 

So, the subcommittee, of course, is faced with such inconclusive and 
divergent testimony and is in a position where it would like to get 
some real information as to the extent of this problem. 

If it is going to be a big problem, if it is growing into a big problem, 
something should be done about it, certainly. 

Mr. Carey. Certainly this is the time to do it. I feel that, in addi- 
tion to that problem of the contractor’s inventories, or excess in the 
hands of contractors, an equally important problem is the matter of 
these materials that are being held by the services, as Mr. Priest sug- 
gested, covering obsolete aircraft. We know that the materials are 
there. We know that many of these aircraft have been donated to 
our friendly foreign governments, our allies in this effort. 

We in the distribution end of the business know that they are crying 
for spare parts for these aircraft. 

‘ We know that the spare parts are available. 

Mr. Houtrtetp. Do you say that advisedly—that the spare parts 
are available at this time? 

Mr. Carey. A lot of them are available, because the Air Force has 
been making an effort to deal directly with these foreign governments. 
And they have told them that the parts are available. They are trying 
to set up a group within themselves to supply these people, an honest 
effort to supply these people with the parts that they want so badly, 
but they cannot do it. They are not in the business. These people 
supply them with the list, and so forth, and weeks and weeks go be: 
I know to my own knowledge where over 6 weeks have gone by with- 
out getting any real action on it at all. We could never live if we did 
business that way. ‘ 

Mr. Howirrevp. In other words, if you had custody of that mate- 
rial, as agent, you would get it out immediately ? 

Mr. Carey. We would ship it tomorrow, because we know where 
it is. We would go out and take it out and give it to them. We do 
not have any long process of getting approvals and screening and all 
of that kind of business at that moment. The material has been 
screened, we know it is excess, because they do not have the aircraft 
any more. Once we get it like that we deliver it right away to them, 
And we make those people happy. 
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Otherwise, we would not live. 

But they cannot do business that way. That is the material that 
I would like to see channeled into a regular distribution set-up. 

Mr. Hourrtevp. All right. Now, let us assume that you as an agent 
accepted $10 million worth of this material and in the normal process 
of trade you came to the conclusion that $2 million of it was scrap 
material. How would you suggest that that be declared scrap and 
the subsequent steps to see that it actually went into scrap and 
that the Government received the benefit of whatever return there 
was from scrap? 

Mr. Carey. We would report that material to APRA, which would 
be the corporation X in there, and they would eventually prescribe 
a set plan for the scrapping and what materials are pio 

Mr. Houirietp. It might be unsalable to you, but it might be salable 
in some other parts of the country, and would this clearinghouse know 
about that ? 

Mr. Carey. They would know about that, and so far as inspection is 
concerned, I think the services have some mighty fine inspectors them- 
selves within the services. 

Mr. Houirretp. Do you not think that traveling teams of inspectors 
could do that job, appearing at frequent intervals in these different 
warehouses where the agents could set aside a group of this material 
for inspection, and then have these traveling teams, much like you 
have your traveling teams of auditors and those in the Inspector 
General’s Office in the Army—some type of an inspection service could 
be set up that would eliminate the necessity of keeping one poorly paid 
individual there who would be susceptible to improper influences ? 

Mr. Carey. I think you are perfectly right. In this plan here. 
going further than that, even in this plan it says that the factory rep- 
resentative there will determine what material is usable in the industry 
and report only that material that he feels is usable in the industry. 
I do not think that one individual like that should have that respon- 
sibility any more than one individual should be able to say, “Go ahead 
and scrap that million dollars’ worth over there.” I do not think that 
is a good idea. 

Through our experience in years gone by we believe that that is not 
a good idea. But a team like the one you suggest, I think, is the 
answer to it—some such team as the Inspector General’s Office would 
send out. 

Mr. Houirretp. That team would necessarily have to be men highl 
skilled in recognizing materials to be declared scrap, and also with 
complete knowledge of the ability to absorb it in the market before 
they would be in a position to declare it ? 

Mr. Carey. That, is right. They would have to be technical men 
who were qualified to do it, and good men, and men that you could 
trust, men of good caliber and well paid, and so forth. 

Mr. Ho.iritevp. From your experience in your own line of work 
you do believe that there are considerable stocks of component parts, 
hardware, et cetera, that are in the Defense Department inventory 
that should be declared surplus ? 

Mr. Carey. I think so; yes. I will tell you why I think they have 
them there. It costs money for the Air Force to go in and identify 
and prepare those materials for disposal. Their funds have been cut. 
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They have many other places that they can spend that money and they 
do not feel, I am quite sure—this is just a practical and human view- 
int on this thing—they want to spend $100,000 to go into these ware- 
1ouses and identify that material and prepare it and ship it out and 
that sort of thing when they do not get any return out of it. They 
have to spend $100,000. If there were any way—believe me, I feel this 
way—if there were any way that a bill could be passed that the Air 
Force, if they had $100 million worth of obsolete material in their 
warehouses—if they could recover the moneys that are recouped from 
the sale of that material and use it within the Air Force to buy new 
or to replace old, and that sort of thing, that stuff would come out of 
the woodwork in no time. I really believe that. There is no reflection 
on them, at all, but they just do not have the money to go in and do it. 
And they get no return ont of it. 

If there were some practical way of giving them a return out of it, 
they surely would go in there and clear some of that warehouse space 
and save the Government a lot of money, and so forth. 

I think that this thing should be done soon, because I remember 
the last go-round where we were confronted with $6 and $8 billion 
worth of material and a declining market, because there was no de- 
mand for the material. And, consequently, the return was small. 
And if you do it now, when the demand is great, just as we would 
do in our own business, to catch that market while it is there, your 
problem will never be as great as it was after this last go-round. You 
will take care of it as it goes along. 

Mr. Houirirervp. One of the industry people that wrote in on this 
subject, in enumerating the immediate benefits of a proper redistribu- 
tion program, mentioned the following benefits. 

He said that first it would effect rapid plant clearance of these 
materials in excess. 

It would thereby make available critical materials, and save the 
use of primary critical materials. 

There would be savings in manpower particularly in the utilization 
of these component parts which are already made. You would not 
have to hire additional ones. 

There would be a larger recovery to the Government if it was done 
efficiently, than at the present time when it is more or less sold on the 
old bid basis, which did not bring such good returns. 

It would alleviate the manufacturers’ facilities. It would remove 
them from the cluttered-up warehouses of the manufacturers. 

It would make immediately available materials in other parts of 
the industry that are needed that are now in excess in some parts of 
the industry. 

Those are some of the points that were brought out. 

Do you agree that such a program would have that effect ¢ 

Mr. Carry. Very much so, very much so. 

Mr. Hotrrrevp. Do you think if this redistribution program worked 
well in the aircraft industry that it would be applicable to other parts 
in surplus, or not ? 

Mr. Carey. I do not know about the other forms of surplus, sir. 

Mr. Houirrevp. The testimony has been that this is a peculiar prob- 
lem, and because of the tremendous number of parts involved and the 
peculiar nature of those parts, that experts were needed to identify 
and to utilize and to redistribute these parts. 
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Mr. Carey. It is a highly technical industry and requires technical 
knowledge all the way through. I do not know whether you require 
that in selling or disposing of desks or chairs, or drapes, or something 
like that, but in this particular industry you do. And in dealing 
through distributors, it would help. There was some confusion 
spoken of as to the different part numbers, where the Navy would 
have a certain part and would have an inventory part number. 

Mr. Houtrterp. I am glad you recalled that, because I think that is 
a mighty important defect in our present system, that is, the multi- 
tude of identification methods that are used for the same parts. 

Mr. Carey. A distributor can help in that case, because these parts 
come in and they have a certain part number. Our people know that 
that is the same part number as X YZ in the Navy and there is a naval 
contractor who wants that particular part. If he does not know that 
that is the same part, and he does not know where it is, he will not 
get it. We know when that part comes in that that is always a Navy 
part, and where they are required, we can give it to them, that is, 
whatever the number might be on it. 

Mr. Houtrtevp. I believe this subcommittee is more than ordinarily 
aware of the importance of that, because we sponsored the uniform 
Federal cataloging program. 

Mr. Carey. That is wonderful. 

Mr. Ho.trrevp. And certainly we would consider it in our delibera- 
tions of a tremendous number of duplications in describing identical 
objects. 

r. Carey. I know. Iimagine so. It is a wonderful job. 

Mr. Hotrrtevp. I think that is one of the strong arguments in be- 
half of those who claim that it takes experts to handle this material, 
because of the unusual nature of the material and the parts involved 
being such that it is not readily recognizable by an individual who is 
not a specialist. 

Mr. Carey. That is right. 

Mr. Hotrrevp. And, also, who does not have access to code num- 
bers and identification numbers from the different services. Of 
course, I know that your big distributors do have those files and those 
card indexes. 

Mr. Carry. Yes. And they use them a lot. 

I do think, Mr. Chairman, that this is a problem of merchandising. 
We know, No. 1, that it is a problem. I think the best possible way 
to solve a merchandising problem is to exert every bit of merchandis- 
ing experience and effort in trying to dispose of or to redistribute 
this material. There is only one way that it can be done and done 
right by the people who go out day after day working to spread that 
material with those people. We do not write letters. We do not 
sit back and hope that somebody will come to us and ask us for a par- 
ticular part or a group of parts, and so forth. We goto them. We 
have to make a living. 

Mr. Horirretp. I believe you mentioned the fact that you were with 
the War Assets Administration during the time of their experience? 

Mr. Carey. Yes, I was. 

Mr. Hottrtetp. How much time were you with them ? 

Mr. Carry. About 2 years. 

Mr. Houirtevp. Previous to that, had you been a member of the 
service ? 
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Mr. Carry. Yes, I was. 

Mr. Houirrecp. You were a colonel ? 

Mr. Carey. I was chief of staff of the Fiftieth Air Force that main- 
tained and supplied the Fiftieth Air Force in Italy. 

Mr. Hottirretp. You are now with private industry ? 

Mr. Carry. That is right. 

Mr. Houtrtevp. So you have had a varied experience of being with 
the service in supply, then with the War Assets in disposal of surplus 
supplies, and now you are in a position of private enterpriser who 
is supplying the regular orderly manner of trade, these component 
parts and aircraft supplies? 

Mr. Carry. That is right, sir. 

Mr. Houirtety. You would subscribe to the theory, then, that the 
Government should never again build such a big bureau as the War 
Assets to do a job like this? 

Mr. Carey. I certainly hope not. 

Mr. Hotirrevp. You believe it can be done more efficiently by private 
enterprise ? 

Mr. Carey. Yes, sir; I do. 

Mr. Hottrrevp. And that the Gov ernment’s responsibility would be 
to perfect and supervise a plan and see that proper interest of the Gov- 
ernment, the taxpayer, the owner of this material, is protected in the 
disposal of these excesses and surpluses ¢ 

Mr. Carey. That is right, sir. 

Mr. Houirretp. Are there any questions, Mr. McVey? 

Mr. McVey. No. 

Mr. Hourrrep. Thank you, Mr. Carey, for your testimony. 

Mr. Carry. Thank you. 

Mr. Howtrrevy. Is Colonel Peterka of Lamson & Sessions Co. of 
Cleveland in the room? 

Would you like to testify today? It is getting rather late. We would 
prefer having your testimony, if you desire to testify, tomorrow 
morning. 

Mr. Pererka. Mr. Chairman, I plan to be here tomorrow and the 
next day. 

Mr. Howirrevp. In the meantime if you have not apprised yourself 
of the recent plan of the Air Force which is, I understand, taking the 
place of the original APRA plan, I hope you will be able to do so. 

Mr. Pererxa. I think I am aware of that, because I helped write 
it as a consultant to the Air Force. 

Mr. Howirretp. My admonition is unnecessary, then; we will be 
glad to have you, Colonel Peterka, present your views tomorrow. 

Is Mr. Dyess present ? 

Mr. PeterKa. He asked me to tell you that he will be here tomorrow. 
He was unable to get here today. 

Mr. Hotrrterp. Some have asked to testify on Wednesday. It may 
be that we can put them on tomorrow. 

Is Mr. Tansey present ? 

Mr. Tansey. Yes. 

Mr. Howtrretp. You represent the Clary Multiplier Corp. in Los 
Angeles. You are engaged in the business of air parts? Would you 
like to testify? 

Mr. Taney. I should like to do so tomorrow, if I can. 
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Mr. Hourrtevp. There is an Admiral Ramsey representing the Air- 
craft Industries Association of America. Is he present? I have his 
letter asking to testify on Wednesday, but it may be that we can put 
him on tomorrow, or Mr, Smith of the same group. 

Is Mr. Levins present ? 

Mr. Tansey. He asked me to convey this message, that it would be 
impossible for him to be here, but he will have a written statement 
to submit. 

Mr. Houtrretp. The subcommittee will accept any prepared state- 
ments. 

We want to set a deadline tomorrow or the next day on those state- 
ments. If they are in by the end of the week, we can accept them for 
the printed record. 

The meeting will stand adjourned until 10 o’clock tomorrow morning 
in this room. 

(At 4:45 p. m., the subcommittee adjourned, to reconvene at 10 a. m., 
Tuesday, June 24, 1952.) 
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TUESDAY, JUNE 24, 1952 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON Executive AND LxeGisLATIVE 
REORGANIZATION OF THE COMMITTEE ON 
EXPENDITURES IN THE Executive DeraRTMENTS,' 
Washington, D.C. 

The subcommittee met, pursuant to adjournment, at 10:20 a. m., 
in room 1501, New House Office Building, Hon. Chet Holifield (chair- 
man of the subcommittee), presiding. 

Present : Representatives Holifield and Burnside. 

Also present: Herbert Roback, staff director; and Dorothy Mor- 
rison, clerk. 

Mr. Ho.trteip. The subcommittee will be in order. 

Under agreement with the minority member of the subcommittee, 
we will immediately start hearing witnesses, notwithstanding the 


absence of = of our subcommittee at this time. 


Colonel Peterka, will you please take the witness chair. 
Will you please identify yourself for the record, Colonel Peterka ? 


STATEMENT OF A. E. R. PETERKA, LAMSON & SESSIONS C0., 
CLEVELAND, OHIO 


Mr. Pererxa. My name is A. E. R. Peterka, of Cleveland, Ohio. 
I am employed by the Lamson & Sessions Co., of Cleveland, who are 
manufacturers of bolts, nuts, and screws. Of their production in 
1951 approximately 5 or 6 percent was aircraft. 

I have been with that company since 1932. 

I think at this point I should point out that neither the Lamson 
& Sessions Co., nor I, to the best of my knowledge, have anything to 
gain by this program which is being discussed, financially. 

Mr. Houirtevp. Will you give us some of your background, Colonel 
Peterka? I know that you have an extensive background. I would 
like the record at this point to show the importance of the Lamson 
& Sessions Co., relatively speaking, in this field. 

I would also like to have it show the fact that you have an extensive 
background in this subject. I know you have been before this com- 
mittee in years gone by. 

Mr. PererKa. That is right, sir. 

I have been educated as an engineer. I hold a professional en- 
gineer’s license in the State of Ohio. 


2 Name changed to Committee on Government Operations, July 4, 1952. 
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I have been in production, engineering, development, research, 
and currently I am an executive for my company in distribution and 
sales. 

In 1942 I went into military service as an officer with the Army 
Air Corps at that time, and was Chief of what was known as the 
Matériel Branch in the Industrial Resources Section under General 
Rawlings. 

Later on I administered the redistribution program of the Aircraft 
Scheduling Unit which was made up of Navy and Army people. 

In 1945 I’was loaned to the Reconstruction Finance Corporation 
to assist in setting up their program for the disposal of surplus air- 
craft parts and components. 

After a little over 6 months in that capacity I returned to the 
Lamson & Sessions Co. 

In compliance with your request, I may state that the Lamson 
& Sessions Co. is one of the world’s largest producers of bolts, nuts, 
and screws, referred collectively to as fasteners. 

Mr. Horrrrerp. Are you at the present time on a consultant basis 
with the Air Force? 

Mr. Pererxa. I have been on a consultant basis for the Air Force, 
on an arrangement where I would be called when, as, and if needed. 

I believe that about a year or so ago I was called down to Wright 
Field by General Rawlings to work on setting up the reestablishment 
of the program which was in effect during 1942, 1943, and 1944, when 
the Aircraft Scheduling Unit and the Metals Reserve Company 
handled that particular redistribution program. 

Mr. Houirrevp. Was that during the Murray Cook contract? 

Mr. Pererka. Yes. 

Mr. Horrrrecp. At that time? 

Mr. Pererxa. That is correct, sir. During and prior to. 

Mr. Howirre_p. Have you participated in the conferences in regard 
to drawing up this particular plan that General Metzger presented to 
us yesterday / 

Mr. PererKa. Yes, sir; I did. And I understand and I learned 
Jast night that the plan which I am familiar with is just a little bit 
different, or there has been a little change made in that program since 
I was involved in it. 

Mr. Houtrte.p. That change, I believe, is in the substitution of the 
General Services Administration for corporation X, the principal 
change. 

Mr. PererKa. I believe that is correct, sir, although it was in the 
plan in which I was involved, that is, the General Services Admin- 
istration did take a major part. 

Mr. Hottrrecp. Would you give us the benefit of your experience 
and advice on the feasibility of this plan, the desirability of it, and 
the extent to which excess property is accumulating at the present 
time? And we would like to know if you have any opinions as to 
whether that accumulation of excess of surplus property will increase 
in the years that lie immediately ahead. 

Mr. PererKa. In any program such as that which our country is 
engaged in, in the building of aircraft, idle and excess inventories 
are bound to accumulate. 

History has proved that to us. 
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Those idle and excess inventories accumulate as the result of en- 
gineering changes, program changes, design changes, cut-backs, con- 
tract cancellations, and just ordinary human errors in the procurement 
and specifying of such materials. 

The Air Force did a thorough job of investigating the existence of 
such idle and excess inventories. They arranged to have a man by 
the name of H. W. Draughon, of St. Louis, a very reputable, retired 
businessman, formerly in the aircraft parts distribution business, to 
make the survey with the Air Force. And they found that idle and 
excess inventories do exist. 

I personally did some checking on that myself and found that idle 
and excess inventories do exist. 

Mr. Bernsine. You mean those red tag articles ? 

Mr. PererKka. I am referring to what the aircraft industry refers 
to as purchased parts, bearings, fittings, bolts, nuts, screws, instru- 
ments—those things which they buy in production quantities for 
assembly into aircraft. The disposal of that material is something of 
a problem. Some of it is Government-owned. Some of it is con- 
tractor-owned. But it is, in general, pretty much the same type of 
material. 

The disposition of such material in aircraft is much more difficult 
than nonaircraft material, because it is high priced and highly spe- 
cialized. The use of aircraft parts, even the simplest aircraft parts 
and components is not readily assimilated into, let us say, the rail- 
road, the agricultural, thé automobile industry. We tried that. 

In developing this proposed program we find that we did not learn 
much from history or experience in World War I or II. We find that 
the things that seemed logical, but impractical during World War IT 
are again being contemplated as a means of redistribution of this 
material in order to avoid having it become an unmanageable surplus 
later on. 

Mr. Houtrreip. Do you think that the rate of production which we 
are rapidly entering into will generate a great deal of surplus through 
obsolescence of articles already produced and in storage / 

Mr. Pererxa. I cannot answer that question just “Yes” or “No,” 
because the amount is important. It is difficult to say how much of 
it will accumulate, but we do know that it is accumulating and will 
continue to accumulate, 

The accumulation will be accelerated with any cut-backs in the 
program or any changes that may take place in the type of aircraft 
or aircraft engines to be produced. 

I would like to point out that in 1942 it seemed so logical to assume 
that if, let us say, there were 100,000 idle and excess bolts in the in- 
ventory of airframe manufacturer X to say, “Well, let us find out if 
aircraft manufacturer B needs them,” and then by a simple transfer 
move the 100,000 bolts from company X to company B. 

Actually, that does not work at all. 

We find in practice that if company A has 100,000 bolts that com- 
pany B does not want 100,000 bolts. We find that company B wants 
5,000 and that company C wants 1,350 and that company D wants 
7,011 and not all at the same time. 

The airframe manufacturer is in no position, by virtue of experience 
and personnel, to divide this material, pack it and ship it and bill it to 
these other airframe manufacturers. 
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So the program falls flat on its face. 

We started out in 1942 with just that sort of an idea. It did not 
work. And we moved on to something else. 

That something else was setting up agents. 

If it is logical to assume when you want a haircut that you go to a 
barber and when you want an appendectomy you go to a surgeon, it 
is equally logical that when you have surplus materials of aircraft 
parts that the logical people to dispose of it are those that are experi- 
enced in that type of business. Their livelihood and their business 
depend upon handling that kind of material. 

oe with that assumption, we appointed agents. We selected agents 
based on their reputation and their success in that type of business. 

The success of any redistribution program along the lines suggested 
by the Air Force recommendation is dependent tremendously on the 
proper intelligent careful selection of agents. And when I speak of 
War Assets, please understand that I do not do it critically. I do it 
objectively. 

I think the first serious signs of disintegration of the War Assets’ 
program was when they made the false assumption that the more 
agents they have the more stuff they would dispose of. That is a 
fallacious assumption. 

As a result of trying to get a lot of agents the standards were 
lowered. Then agents were given contracts who lacked experience 
and lacked perhaps some of the desirable business ethics. You cannot 
legislate honesty nor experience. 

That resulted in setting up so many rules which would bring the 
most ethical and most experienced, most efficient distributor down to 
the level of the least efficient and the least ethical. Of course, that 
meant doing so much in the way of supervision, paper work, and so on, 
that. it practically seriously hampered the disposition of the material 
that we were trying to dispose of. 

So we started out with the military handling the program and 
wound up with a civil-service organization handling the program. 
And those ee were from the Aircraft Scheduling Unit to the Re- 
construction Finance Corporation Metals Reserve to the Office of 
Surplus Property of Reconstruction Finance Corporation, with Mr. 
Symington, then War Assets Corporation, and then War Assets 
Administration. 

In my opinion, the most efficient period of that program was about 
in the middle when it was the military, the civil-service organization, 
and a private civilian organization cooperating together. 

To me that was the most effective and efficient period of that dis- 
tribution. 

The Reconstruction Finance Corporation recognized that they 
needed help which they did not themselves possess. 

The military weakness was that you paves! not in the military select 
the proper experienced qualified personnel. They shift around. Men 
were in uniform who were there not of their choice at desk jobs 
which grated on some of them. Some of them said that they wanted 
to go to Germany or to Japan, and you had no choice but to send 
them there. Theoretically, you could keep them where you wanted to, 
but, actually, it was not desirable. 
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We found ourselves with a very shifting fluid personnel. And the 
civilian organizations in Government found themselves also unable to 
—e with industry for qualified personnel. 

r. Houtrrecp. Would you say that the military organizations are 
not equipped by their very nature to perform an efficient merchandis- 
ing program because of these changes in assignments, because of the 
prestige that sometimes goes with rank, but not necessarily with ex- 
perience in a particular field of merchandising ? 

Mr. Pererka. That is exactly right, sir. That is not an opinion. I 
make this statement based on experience during World War II when 
we attempted to do it with military personnel. 

Mr. Hotirretp. Then the supervision of any plan that might be 
adopted would, in your opinion, be better protected if it was in a 
civilian type of organization that had comparatively more continuity 
in its personnel ? 

Mr. Pererka. Yes. I say “Yes” with some qualification, sir. Next, 
with probably equal importance in the success or failure of such a 
plan is the proper selection of agents to a good administration. 

A program is only as good as the administration. 

The Reconstruction Finance Corporation astutely recognized 
that and hired a company known as the Murray Cook Corp. in New 
York. This corporation was a nonprofit civilian private corporation 
which was able to hire qualified, competent personnel and was able 
to dismiss or discharge personnel when they were not competent. 

Mr. Houirtetp. Was it a business management corporation ? 

_ Mr. Pererga. I am not quite sure that I understand your question, 
sir. 


Mr. Hourrrevp. There are certain business-management corpora- 
tions that offer the service of management for cost plus a fixed fee. 
Mr. Pererka. It was substantially that. The Murray Cook Corp. 
was made up of a group of people headed by Mr. Murray Cook who 
had been hired by Metals Reserve to set up an organization for the 
administration of a = of distribution of manila rope and 


hemp, because of his background and experience with International 
Harvester. 

When this other program came up they naturally turned to him to 
set up a similar organization, the Reoition of which was to receive 
lists of idle and excess inventories, to record, tabulate and consolidate 
them, to allocate this material to the selected agents and issue ship- 
ping notices and perform a moderate amount of supervision over 
those agents. 

They had liaison people in their organization from Reconstruction 
Finance Corporation and from the Army and the Navy. 

Mr. Houtrrerp. Did the Murray Cook Corp. perform this service on 
a cost-plus-a-fixed-fee basis? 

Mr. Pererxa. That is correct. That is exactly what they did. They 
were a nonprofit organization on a cost-plus-fixed-fee basis. 

Mr. Hoxirrev. I do not understand your statement that it was a 
nenneve corporation and yet it did business on a cost-plus-fixed-fee 

asis. 

Mr. PererKka. I am not an attorney. 

Mr. Houtrtetp. The cost and fixed fee would indicate that it was a 
profit organization. 
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Mr. Pererxa. They turned their expenses in to the Metals Reserve 
periodically and were reimbursed. Mr. Murray Cook was paid a 
salary, and that was it. 

Mr. Horirrevp. I think that clarifies it. And their remuneration 
for their services was on a fixed-fee salary basis, rather than a per- 
centage ? 

Mr. Pererxa. That is correct. 

Mr. Ho.irtevp. A sharing in the proceeds or in the profits of these 
agents is what you mean? 

Mr. Peterka. That is right. They had rent to pay. 

Mr. Houtrretp. They were independent insofar as the agents’ busi- 
ness was concerned ¢ 

Mr. Pererxa. That is absolutely correct. 

Mr. Hottrtevp. Well, now, under this present plan which has been 
given us, the General Services Administration is put in that position 
to render that service; that is, to render the service of a clearinghouse 
and of a designation of agents and the allocation of materials under 
the Air Force plan that was presented to us yesterday. That does not 
mean, of course, that the General Services Administration could not 
contract 

Mr. PererxA. That is correct. 

Mr. Hottrrerp (continuing). For that service, because in the basic 
act, Public Law 152, they are allowed to delegate their authority and 
they could delegate their authority to prescribe policies and methods 
to promote the maximum utilization of excess property by executive 
agencies and provide for the transfer of excess property among Fed- 
eral agencies. I am reading from the authority contained in section 
202 (a) of Public Law 152. 

There is a modification of that under section 202 (d) which says 
that, under existing provisions of law and procedures defined by the 
Secretary of Defense and without regard to the requirements of this 
section, except subsection (f), which is the accounting section, excess 
property of one of the departments of the National Military Estab- 
lishment may be transferred to another department thereof. 

So, it is clearly now within the authority of the Secretary of Defense 
to perform this function of transference of excess between the depart- 
ments. 

Mr. Pererxa. In the preparation of that proposal that was recog- 
nized, sir. 

Mr. Horirtetp. The over-all responsibility belonging to the Ad- 
ministrator of General Services, but much of this excess material is 
Government-owned in the hands of private contractors, and they are 
all doing business with one of the 5 aie branches of Defense. I am 
now speaking of the Government-owned property. It is now within 
their power to develop this type of plan. it seems to me, and to recom- 
mend it and to obtain approval from the General Services Adminis- 
tration, according to the terms of the act. 

Are you familiar with that section of the act? 

Mr. PererxKa. Yes, sir. 

Mr. Houtrtevp. If an efficient plan is not operating at this time for 
the transference of this excess property among the contractors who 
are performing contracts for the different branches of the Defense 
Department, then it certainly should be initiated and put into effect, 
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and on that point I want to ask you if you think that the utilization of 
excess in these Government contracts is at a high peak of efficiency or is 
there , lag in redistribution of excess raw materials and component 
arts 

. Mr. Pererxa. In my opinion, there definitely is a lag in the redis- 
tribution of idle—that is, existing idle—and excess inventories at 
thistime. I think it would be a mistake to wait until we have bulging 
_— again, as we had in 1942 and 1943, before we do anything 
about it. 

In discussing this with some of the military advisers, I have pointed 
out that it would be equally as foolish to avoid buying an operating 
table until you actually had somebody with appendicitis, because by 
that time you might have peritonitis. 

The plan that is proposed by the Air Force costs the Government 
nothing if there are no excesses. So, we do not have to worry about 
wasting any money if we do put the program into operation. Only 
when material is sold, disposed of, does an agent receive any reim- 
bursement. The only cost that is encountered is the cost of adminis- 
tration, which, if there is not any material, is practically nothing and 
is only a small portion of the money involved if there are idle and 
excess inventories. 

The testimony of Colonel Carey I am in full agreement with. I 
did not hear all of it, but he pointed out that at the present time we 
find ourselves with a shortage of material, of labor. And it seems so 
foolish to permit this material to lie in aircraft manufacturers’ inven- 
tories while manufacturers of the parts are consuming raw material 
and man-hours to produce that same material. And we know that is 
going on. There is no question about that whatsoever. 

Mr. Houirrecp. You realize, of course, that the General Services 
Administrator is responsible to Congress, and there is one point, cer- 
tainly, about the plan, which I would like to have your thoughts on; 
that is, in setting up a central board or delegating authority to a 
central organization to clear and allocate this property we are up 
against certain provisions of law particularly when it comes to the 
disposal ; that is, offering it on a bid basis and all of that sort of thing. 
The plan as I understand it advocates, first, the transference of excess, 
a plan which would transfer the excess between contractors on Govern- 
ment contracts, which in my opinion there is authority to do at the 
present time; but, when it gets to the stage of surplus and allocation of 
surplus to agents, then we are faced with a problem of how that is 
going to be allocated in accordance with existing law. 

The General Services Administration would be subject to charges 
of unfairness if it allocated to company A, even though it might be a 
well-equipped company with a great deal of experience, and refuse 
to allocate it to company B, and company C, who are also qualified. 

Under existing law, I do not know how the General Services Ad- 
ministration could overcome that. 

Mr. Pererka. Of course, in the proposed plan actually there is no 
disposal in the sense that it is written up in some of the discussions 
here. The material remains Government property and is shipped to 
these agents on a Government bill of lading and does not become their 
property. It remains Government property. It is merely put into 
their custody. 
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In business we refer to that as shipping something on consignment. 
But in Government work we have to refer to it as turning the material 
over to them, into their custody. 

The agent then receives it, unpacks it, inspects it. In some cases 
with authority he reworks it and then disposes of it through his normal 
channels. And the companies that buy it buy it through their normal 
practices for obtaining material, as opposed to disposal by bid sale, 
where your return is usually small and the material is usually picked 
up by speculators in that type of material. 

An airplane manufacturer finds it exceedingly unwieldy to obtain 
material on a bid sale for obvious reasons which I do not think I have 
to gointo. I think all of you are familiar with them. I will, if you 
desire. 

Then when the agent sells the material through his normal channels 
of trade he receives what in Government we refer to as a service fee for 
services performed in business where we call it a commission. So, he 
receives nothing until the material is disposed of, and for selfish rea- 
sons he disposes of it at the current market or because the agent prop- 
erly selected has his own inventory, and he cannot afford to sell this 
thing here that is owned by the Government for 10 cents when he has 
the identical thing here in his own inventory for $1. So, you have 
natural restrictions there which are all to the good, as we experienced 
it. 

Mr. Hotirievp. In your testimony, however, you did say that many 
unqualified agents were selected in the previous program. We are 
speaking of disposal now and not of transfer of excess, the final stage 
of the game. How would you advise us as to the methods by which 
General Services Administration should select agents ¢ 

Mr. Pererxa. Well, sir, the way we did it was to receive applications 
from people or companies who wished to act as agents. The first 
thing we did, of course, was to check their credit. Then we asked 
them how long they had been in business. If they said “We went into 
business two weeks ago,” we would refer them at that time to Maury 
Maverick, who was handling small business, and would say, “Look; we 
are not in the business of putting people in business. You go ahead 
and see him.” 

If they would show a record of continuity of successful business, 
we would then ask them for the names of their suppliers, and if they 
gave those we checked them to s2e what volume of business they had 
done which would cover that, and we would also ask them for a rep- 
resentative list of their customers, not all of them, but a dozen or so, 
and we would write to those customers, “What has been the relation 
with Joe Dokes & Co. over the period of the past 4 or 5 or 6 or 10 
years ?” 

If all of that was favorable, we had the Air Force or the Navy in- 
spectors in that territory visit the facility to determine’ whether they 
have the proper kind of facilities, and the know-how, and the personnel 
to store and sell that type of product. 

However, I regret and I apologize for not answering the question 
that you asked before : “How do you fairly allocate all this material ?” 
Well, that is a poser. In my own business we distribute and sell our 
aircraft product through distributors. Some of them are sitting in 
this room.. Many of them feel that one company is being favored 
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over another. When they send us an order and we do not for one rea- 
son or another deliver as soon as they would like or as soon as we 
promised and expected to ship, they will swear every time that the 
material was shipped to one of their competitors. 

During the World War II program, Murray Cook Corp. obviously 
found it was confronted with that same sort of thing, but it was not 
serious because you must bear in mind in my definition of a qualified 
distributor we are talking about people who have been in business 
for some time. They know each other, and they sell to the same cus- 
tomers, generally speaking. And so while they will complain, “I 
think so-and-so is being favored over somebody else,” down in their 
hearts, if you select the right kind of people, they probably belong to 
the same trade association and they will fight like the dickens all day 
over business, but they will sit down over a drink in the evening, and 
they are friendly, and all of that. 

So, if you select your agents properly, that problem is not too 
serious a one, particularly if you also select a good administrative 
body. 
Mr. Houirtrevp. It is your opinion that standards could be set 
up whereby qualified agents could be selected on a fair and equitable 
basis ¢ 

Mr. Pererxa. There is no question about, it sir. 

Mr. Houirtretp. And where those who are on the fringe like some 
of thé agents were, and who caused most of the trouble, so far as fraud 
and failure to obtain satisfactory recovery was concerned—where they 
could be eliminated ? 

Mr. Pererka. Yes; no question about that. 

Mr. Houirrecp. Would you like to sum up your testimony, or are 
you finished ? 

Mr. Pererka. I think, sir, I am finished. 

I want to emphasize that we do have idle and excess inventories 
which should be disposed of in order to conserve our national] re- 
sources, to conserve our raw material and to conserve our manpower, 
to avoid the creation of unwieldy surpluses from these idle and excess 
inventories. We should do it now. We should do it before the inven- 
tories become completely unwieldy. We should give careful thought 
to the use of people experienced in the business to do this job for us. 

The selection of agents is tremendously important, and good admin- 
istration of the program is important, because any program is only as 
good as its administration. 

I do hope that the General Services Administration will, if assigned 
the task of handling this program, give careful consideration to the 
experience of the Reconstruction Finance Corporation during World 
War IT in setting up a private corporation that will be able to select 
qualified personnel and dispose of incompetent personnel, which is, 
if not impossible, extremely difficult in a Government agency. 

Thank you. 

Mr. Hourrrecp. Are there any questions, Mr. Burnside? 

Mr. Burnsive. No questions. 

Mr. Horirrevp. Thank you for your testimony. 

Mr. Pererxa. Thank you. 

Mr. Houtrierp. We will next hear from Mr. Harvey H. Dwight, of 
New York. 

Will you identify yourself for the record. 
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STATEMENT OF HARVEY H. DWIGHT, AIRCRAFT ENGINE & PARTS 
CORP., NEW YORK, N. Y. 


Mr. Dwienr. My name is Harvey H. Dwight, president, Aircraft 
Engine & Parts Corp., New York, N. Y. 

Mr. Houirretp. Your name has been submitted on the list as one 
who wished to testify. Do you wish to testify or present a prepared 
statement ? 

Mr. Dwicur. I would be pleased to testify if it is the pleasure of 
the subcommittee. 

Mr. Houirievp. If you have anything to add to the testimony we 
will be glad to hear you. 

Have you studied the latest proposal of the Air Force on the pro- 
posed plan to transfer excess materials? 

Mr. Dwiecut. Yes; I have, Mr. Chairman. 

Mr. Houtrrevtp. What is your opinion of that? 

Mr. Dwieur. I consider it a very desirable program if it could be 
carried through to a successful conclusion. I think experience has 
proven that it could be carried through very successfully. I think 
the question of the General Services Administration’s position is es- 
pecially desirable in an administrative capacity. 

Following the last war, my position was that of liaison between my 
company and the War Assets Administration, and I had continual 
contact with representatives of the Administration. I found. them 
most cooperative, but I do feel that it is the function of the agent to 
concentrate efforts based on experience on the operational phase, and 
that of the Administration to supervise and monitor the activities 
of theagent. It is just about as simple as that, sir. 

Mr. Houirtevp. In your experience as a distributor, would you tell 
this subcommittee anything of your own personal knowledge in regard 
to the accumulation of excesses in these different airframe manu- 
facturers’ inventories ¢ 

Mr. Dwicur. It is most difficult for Members of Congress and for 
governmental agencies, due to a lack of technical know-how, to visual- 
ize the tremendous magnitude of the normal and natural accumula- 
tion of excesses. There are thousands and thousands of detailed part 
numbers that are bound to accumulate. And there is no question 
that to the normal natural procurement activities there are bound 
to be excesses continually developing. 

Mr. Houirrecp. How are those excesses being utilized now? 

Mr. Dwicur. Well, there is reason to presume they are not. being 
utilized to the fullest. It is most difficult in Government and in a 
Government the size of ours to constantly know what the left hand 
is doing; that is, to let the left hand know exactly what the right 
hand is doing. The intent is there without question. 

Mr. Houirierp. I understand that much of this excess is being ac- 
cumulated and is not being used. Do you have any personal knowl- 
edge of any stores of these excess materials ¢ 

Mr. Dwicnut. Well, there is no question about there being manu- 
facturer excesses in existence. I think there is a great deal of desirable 
material presently in the hands of the services that could be utilized if 
they were made available, not only to our own commercial operators, 
but to our foreign friends. 
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As you probably know, we have made available aircraft and other 
materials to members of the North Atlantic Pact countries and the 
like. We have presented them with this equipment. And following 
the declaration of our action with Korea we were obliged in order 
to avoid criticism to hold on to these excesses. 

So from the time that we had the stop orders put into effect until 
now those materials were not declared. As a result we have had ad- 
ditional materials accumulating during that interim period. 

Mr. Hottr1®_p. There has been a slowness on the part of the Defense 
Establishment to declare materials excess for fear of need; is that it? 

Mr. Dwicur. That is quite possible, yes, sir. 

Mr. Hortrretp. Are there any questions, Mr. Burnside? 

Mr. Burnsipe. No questions. 

Mr. Houtrtevp. Thank you, Mr. Dwight. 

Mr. Dwieut. Thank you. 

Mr. Houtrrerp. Is Mr. Arthur Harvey in the room? 

Mr. Harvey. I believe that Mr. Carey spoke for our side of the 
subject. 

Mr. Hourrrevp. All right, thank you. 

We will next hear from Mr. Louis Tansey. I believe you testified 
back in the Rizley committee days when we were having a lot of 
trouble with surplus. Would you identify yourself for the record ? 


STATEMENT OF LOUIS TANSEY, AIRCRAFT HARDWARE DIVISION, 
CLARY MULTIPLIER CORP., LOS ANGELES, CALIF. 


Mr. Tansey. My name is Louis Tansey and I am with the Aircraft 
Hardware Division of the Clary Multiplier Corp., Los Angeles, Calif. 

Yes; I was before you at that time, Mr. Chairman. 

Mr. Ho.irreitp. Have you seen the latest plan of the Air Force, Mr. 
Tansey ? 

Mr. Tansey. Yes, I have. 

Mr. Ho.irteip. As presented by General Metzger ? 

Mr. Tansey. I have, Mr. Chairman. 

Mr. Horirtetp. We would be pleased to have you give us the back- 
ground of your experience and the function of your company, then 
to give us such testimony as you desire on this plan. 

Mr. Tansey. I am general manager of the Aircraft Hardware Divi- 
sion of the Clary Multiplier Co., Los Angeles. The function of my 
division is to distribute manufactured aircraft parts and components 
such as nuts, bolts, screws, rivets, washers, turnbuckles, et cetera, et 
cetera. 

In addition to that and because of the developments we have a con- 
tract with the Navy where we are rehabilitating bearings. In that 
function we take bearings which are overage so far as shelf life is 
concerned, clean them, represerve them, repackage them. 

Mr. Houtrrevp. Will you elaborate just a little on that? This is 
Government-owned material ? 

Mr. Tansey. Yes, sir. 

Mr. Houirretp. And you put it back into a condition where it will 
pass naval inspection ¢ 

Mr. Tansey. It must pass naval inspection and is then ready for 
issue. 
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Mr. Hourrteip. And how are you paid for that, is it a service that 
you render that you are paid for? : 

Mr. Tansey. That is a service we are rendering to the Navy on a 
contractual basis. 

Mr. Houiriecp. How much does that service run in relation to the 
cost of acquisition ¢ 

Mr. Tansey. I would judge between 8 and 10 percent. 

Mr. Houirrevy. Eight and ten percent ? 

Mr. Tansey. Between 8 and 10 percent. 

Mr. Houtrte.p. Then you are telling us, in effect, that material 
which otherwise would be converted into scrap is reclaimed and re- 
furbished and put into condition for the Government to use at a cost 
average of 8 or 10 percent? 

Mr. Tansey. That is correct. 

Mr. Houirtetp. What is the extent of your operation in that field ¢ 

Mr. Tansey. How do you mean that, sir? 

Mr. Ho.trtevp. I mean is it an extensive operation ; are you handling 
several millions of dollars worth of material a year or what ? 

Mr. Tansey. We have had to build two plants to handle this opera- 
tion. We will handle on the average about 300,000 bearings a month 
at this time. 

Mr. Houirietp. Will you tell this subcommittee about the different 
bearings. We know, of course there are bearings that are small and 
there are bearings that are also very expensive. Give us a range of 
the cost of the bearings. 

Mr. Tansey. The range of cost would be from 30 cents to 4 or 5 
hundred dollars. 

Mr. Hourrrevp. Four or five hundred dollars for a bearing ¢ 

Mr. Tansey. Each. Fora bearing, that is right. That is depend- 
ing on the type of bearing, the size of the bearing, the precision of 
the bearing, the fit, the manufacturer, the in-use, such as an instrument 
bearing, for instance. I have one here. An instrument bearing such 
as this will run $12. That is one of the cardinal sins, putting your 
finger on a bearing. 

Mr. Houirietp. Your service would be to take quantities of bearings 
such as these and inspect them and return them to the using agency for 
§ to 10 percent average fee? 

Mr. Tansey. That is what we are doing today. In the proposed 
program we know, based on our experience with the services, there 
are excesses. 

Mr. Houtrietp. I would like to have some testimony from your 
own personal knowledge on that. Tell this subcommittee first, in ad- 
dition to manufacturing and refurbishing these component parts, do 
you also buy at bid sales? Do you pick up at bid sales? 

Mr. Tansey. We are forced to, Mr. Chairman, to maintain inven- 
tories. We do not like to do it. I say that sincerely, because we 
have conditions such as this where we receive a wire from an air- 
frame manufacturer. In this instance it is the Goodyear Aircraft, 
where they say this, “Quote price and delivery, 12 AN6~-37 bolts, 
12AN8—40 bolts, 12AN12—42 bolts, and 5AN8~-28 bolts.” 

We are one of the distributors for Lamson & Sessions that Colonel 
Peterka represents. And in order for us to go in there and maintain 
inventories we must go in there of necessity and take a mill run. In 
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these particular prices it would probably run 2,000 pieces to be able 
to service a customer who wants five bolts. 

You have to bear in mind that the only time that an airframe man- 
ufacturer purchases anything is when the purchasing department 
receives a requisition, and the requisition states “Five pieces.” They 
are forbidden by the contracting officer, unless it is absolutely impos- 
sible to do otherwise, to buy anything but five pieces. 

I would like to cite an illustration on this. Here is a list of surplus 
material that I received from the Chance Vought Corp., of Dallas, 
Tex. In looking through this list you will notice this. I will have 
to clarify this further. We have to make what we term a “no quote” 
to the airframe manufacturer. In this instance, the Goodyear Air- 
craft. It would be to the effect that we had none of these parts in stock. 

By the same token on this list we find 8-28 and this company is 
sitting with 1,578 pieces. 

I have negotiated with Chance Vought. Have determined what 
their acquisition cost is. Their acquisition cost of this material listed 
here is $203,387.51. As good business which we term in our own mind 
the way to handle this, the best offer that I would give these people 
is $18,000. The possible recovery of this to the Government would be 
$203,000, less any fee which may be paid to us for the services. 

I know personally of many, many inventories in the hands of air- 
frame contractors, in the hands of subcontractors, and in the hands 
of Government where this material is idle and excess to current 
requirements; that if these idle and excess inventories are not moved 
from the plants and distributed properly through qualified agents, 
they will deteriorate or they will actually become surplus, and ulti- 
mately be sold as scrap with very little recovery to the Government. 

Mr. Houirrerp. What would you say the average return to the 
Government is on that type of inventory offered for a bid sale? 

Mr. Tansey. I think that was testified to yesterday by one of the 
men from Navy where selected materials were bringing 13 percent 
and unselected materials were bringing 114 percent. It is just the 
nature of the beast that it is that way, because an airframe manu- 
facturer cannot buy this list of material if he needs one bolt on it. 
However, we find this, here are bolts in quantities from 4 pieces, 7 
pieces, 23 pieces, 54 pieces, 132 pieces, but then the saonneliien of 
these inventories become worth while. 

Mr. Houirieip. That is offered as a lot, is it? 

Mr. Tansey. Yes; these are offered as a lot or line item. 

Mr. Hourrrerp. And that list would theoretically be a surplus list 
after screening for excess use ¢ 

Mr. Tansey. That is right. Here is the thing that comes about, 
Mr. Chairman. If this item is not desired by an airframe manufac- 
turer or the services today, it becomes surplus, but this very item may 
be needed tomorrow and needed badly and in minute quantities. 

Mr. Hotirrecp. Has your experience been that materials are fre- 
quently offered for sale by one department of defense at a great dis- 
count, such as bid sales bring, while orders are being given to manu- 
facturers by other defense departments at the full price? 

Mr. Tansey. That is what you call being put right on the spot, Mr. 
Chairman. We know it to happen. I cannot prove it, sir. We do 
know—I know that during the time that we were agents for the War 
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Assets Administration where we operated with the services where with- 
drawals were made by the services from our Government-owned stocks, 
that materials were being sold on bid sales that were needed by the 
maintenance divisions of another branch of the service. That has been 
my own personal experience. 

Mr. Houtrtetp. Well, the chairman can supplement that experience 
by one of hisown. I was notified that a certain type of propeller was 
being offered at a ridiculous price at Kelly Field, and I took the matter 
up with the General Services Administration. The General Services 
Administration got in contact with the field in Texas that was offering 
these propellers, at bid sales, and stopped the sale, because it was on the 
wanted list of the Air Force at that particular time. This happened 
some 2 or 3 years ago. Of course, I cannot testify as to the extent of 
that sort of thing, but I know of that one instance. 

Mr. Tansey. I do know this, that in our operation for the refurbish- 
ing of bearings which is a very critical part at all times and extremely 
so today, I have been told that on certain line items they have as much 
as a 50-year supply, based on current usage. 

At a meeting that we held with the Air Force and discussed the 
possibility of refurbishing bearings in the Air Force inventories that 
same statement was made, but no definite period of time was stipulated. 
There were excesses. 

Aircraft material being so highly specialized will deteriorate, and 
it is to the advantage of everybody concerned that these materials be 
redistributed properly and as rapidly as possible. And, certainly, 
if they are not going to be redistributed at the very moment that they 
are received they should be maintained properly. We know there are 
many distributors who are highly qualified to carry out that job. We 
know of no other method by which that job can be carried out. 

We have here an Air Force directory of facilities approved for 
automatic source inspection which is the terminology for surveillance 
inspection. A firm such as ours has been delegated the authority 
because of performance and inspection standards to act for the Air 
Force. 

We put our inspection stamp on a part going out to an airframe 
manufacturer and it is the equivalent of an Air Force inspector’s 
standing over the inspector’s shoulder. 

In order to earn that we have had to develop test equipment that 
was not available. We have spent many, many thousands of dollars 
in creating inspection standards, warehousing standards, maintenance 
standards with the result that the Air Force and the airframe industry 
trust the integrity of companies such as ours. And there are many 
companies such as ours in this. They do so to where they will accept 
that material without question. 

In accepting that material they, of course, pay aircraft standard 
prices which we would receive if we went out and paid $18,000 for 
this $200,000 inventory, or whether we have this material on consign- 
ment from the Government. 

Mr. Houtrrecp. You would receive the standard market value? 

Mr. Tansey. That is correct, sir. 

Mr. Houtrterp. If it was not your own material, if you had not 
bought it at bid sales, and if it had been transferred to you for sale, 
what would be your charge to the Government for handling it? 
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Mr. Tansey. Well, during the last program we were one of the 
original agents under the Metals Reserve Murray Cook program. 
The fee we received was 30 percent, and that was increased to 40 
percent and ultimately to 42 percent. 

Mr. Houtrrevp. Of acquisition cost ? 

Mr. Tansey. Of selling cost. 

Mr. Horirtetp. Of the selling cost ? 

Mr. Tansey. Of the selling prices, because the acquisition cost, 
while it may be indicative, is not factual, depending upon the quan- 
tities. 

Mr. Houirtetp. Changes in the market value, too? 

Mr. Tansey. Changes in the market value, and depending upon the 
uantity of material that an airframe manufacturer or even the 
yovernment may have purchased. If they purchased less than mill 

production run it costs them more. 

Mr. Houwirtevp. Do you testify that in the handling of that type of 
material the Government received a higher return, the taxpayer re- 
ceived a higher return on the recovery than through the bid sale 
arrangement ¢ 

Mr. Tansey. I will swear to that. I know that during the time of 
the Metals Reserve, on materials that we sold, we returned to the Gov- 
ernment approximately 66 percent of their acquisition cost. The ac- 
quisition costs were based on the accountability which we had to ac- 
cept upon the receipt of the material. Actually, it was 70 percent 
of current market prices. 

Mr. Houirrerp. And you sold not only back to the Government, 
but you sold also to private industry ¢ 

Mr. Tansey. We sold to the airframe industry. 

Mr. Hoxtrrevp. Do you believe there is a failure at the present time 
to effciently redistribute excess materials among the aircraft manu- 
facturers / 

Mr. Tansey. Among themselves? 

Mr. Houtrtevp. Yes. 

Mr. Tansey. Very definitely there is a failure. I would say you 
have to temper that. They are selling some material among them- 
selves, but generally speaking, neither the airframe industry, nor the 
Government is equipped to render a distribution service such as quali- 
fied distributors are. There is a time element involved. We know 
that we ourselves, in order to build some of our customer require- 
ments, must purchase or do purchase from idle and excess inventories, 

The length of time that it takes to route that material out of a ware- 
house, if it is there, after it has been purchased, is just impractical. 
It becomes very unwieldy. 

The same thing applies even to Government, if you are able to get 
material out of the Government warehouses, a specific item. They are 
not equipped for it. The intent is there, certainly, but the perform- 
ance cannot come up. 

Mr. Houir1exp. ae do these excesses accumulate ? 

Mr. Tansey. Well, generally, they accumulate because of engi- 
neering changes, design changes, in some instances the necessity of the 
airframe manufacturer being required to buy a mill run when he 
just needs a few pieces. And, currently, of course, the flattening 
out of the preduction program, the extension of the production 
program. 
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Mr. Houtrrevp. Would an airframe manufacturer ordinarily ac- 
ecumulate that material if it was Government-owned for credit at the 
termination of his contract, leaving it idle rather than to bother with 
trying to declare it and get it used by other airframe manufacturers? 

Mr. Tansey. That would be hard for me to answer, Mr. Chairman. 
The only thing that I can say along those lines—— 

Mr. Ho.irretp. I am seeking to know what the present method 
is of handling this excess, because until the subcommittee knows 
whether the present method of redistributing excess is expeditious as 
a method, we cannot very well understand the problem. 

Mr. Tansey. The information that I have is that the procedure 
is something like this: Upon the generation of excesses which are 
Government-owned they are to report those excesses on a list to 
APRA at Wright Field. APRA then has the list screened by the 
various military services. Upon receipt of any requirements they 
notify the airframe manufacturer, the contracting officer there, to 
ship them the material required. 

After that procedure APRA will then relist this material and send 
it out to some 500 airframe manufacturers and their subcontractors 
who, in turn, will screen the list against any known requirements 
they have. 

Mr. Houirrevp. How do they buy that, at what price? 

Mr. Tansey. That would be hard for me to say, but I know that 
we have purchased materials from airframe manufacturers at any- 
where from 40 percent of acquisition cost to 100 percent of acquisition 
cost, depending upon who you are dealing with, but the thing that 
comes about in these listings and screenings is the loss of time, for 
when an airframe manufacturer needs a part especially in small 
quantities he needs it today, and unless that part is available and 
especially in the hands of the distributor, it does oftentimes happen 
that there is a line shut down. So having these parts go through 
screening processes, listing processes, is not only costly, but time con- 
suming. It does not add anything to the value of the part where 
needed. 

Mr. Hottrtetp. What do these inventories generally consist of ? 

Mr. Tansey. Well, they consist of raw stock, fabricated parts, 
instruments, engines, engine parts, propellers, allied parts—in general 
just aircraft. mee aah 

Mr. Houtrretn. Are there companies in existence that specialize in 
divisions of this inventory, such as hardware and components or bear- 
ings or raw stocks? j 

Mr. Tansey. Very definitely, Mr. Chairman. 

Mr. Hortrrecp. And they specialize, and some of them handle 
maybe all of these things, but there are breakdowns in the industry— 
normal breakdowns of specialists in each field ? 

Mr. Tansey. Yes, sir. For instance, our company specializes in 
bearings and hardware or fastenings. I know of other companies who 
specialize in parts. That might be just a part of their business, but 
they are certainly specialists in that particular phase of it. 

Mr. Houirtetp. If an efficient redistribution program was effected 
between this three services what would be the immediate benefit ? 

Mr. Tansey. Well, you would have accelerated plant clearance. 

Mr. Burnsipr. You would get storage clearance, too. 
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Mr. Tansey. That is what I am talking about. 

Mr. Burnsiprv. You would not be short of all of the storage that 
the General Services Administration is trying to get for the services. 

Mr. Tansey. We have ample storage. 

Mr. Burnsiwr. You think that the Government has ample storage 
now ¢ 

Mr. Tansey. I cannot tell you that. 

Mr. Burnsive. I was thinking that it would clear the storage space 
now that the Government is quite short of. 

Mr. Tansey. That is correct. It would effect things such as this 
where an airframe manufacturer is asking for 12 pieces or 5 pieces 
or 500 pieces of a part to where they could get the part rapidly, if it 
was at all available. It would certainly alleviate the labor situation. 
It would bring a larger return to the Government. And it would 
handle aircraft material as aircraft material should be handled. 

Mr. Burnsimpe. We had one statement from one of the witnesses 
yesterday that this was holding up a large amount of aluminum. Does 
he mean the raw aluminum? How is it holding up the aluminum? 

Mr. Tansey. Yes, sir; he means raw aluminum. I have another 
inventory list here. 

Mr. Burnsipe. How would that be effected ? 

Mr. Tansey. This is illustrative. Here is a list of steel. This 
incidentally came from the A. C. Spark Plug people who are sub- 
contractors to the airframe industry. Here are excesses in varying 
quantities. We have stainless steel of all types. 

Mr. Burnsir. Is it necessary to keep that in stock like in the stock- 
piling program ¢ 

Mr. Tansey. I do not follow your question. 

Mr. Burnsive. You said you had a lot of excess steel there, stainless 
steel and aluminum. Is it the desire of the Government to keep that 
in stock like we have stockpiled so that they could put it into use 
for making new parts immediately ? 

Mr. Tanstey. I do not think that would be the correct term, Mr. 
Burnside, because, for instance here—— 

Mr. Burnsive. That is accumulating in the raw ? 

Mr. Tansey. In the raw and at a distributor’s plant. 

Mr. Houirtevp. This material has been offered for sale? 

Mr. Tansey. Yes. 

Mr. Burnsipe. Offered for sale? 

Mr. Tansey. Yes, sir. 

Mr. Burnsipr. What about stockpiling? Are we not trying to 
stockpile those things ? 

Mr. Tansey. I do not know. 

Mr. Ho.irtevp. We are stockpiling certain raw materials, it is true, 
but these materials that are offered may be fabricated. 

Mr. Burnsiwe. He said raw. 

Mr. Tansey. This is absolutely raw material, Mr. Chairman. I 
would like to point this out. You might read some of these. Here 
we start off with steel spring strip, 292 pounds; music wire, 902 feet ; 
type 303 stainless steel rod, 50 pounds. 

Mr. Hotrrretp. That bears out what I said, it is odds and ends of 
fabricated materials. It is fabricated to certain specifications, is it 
not ? 














98 CRITICAL MATERIALS AND AIRCRAFT PARTS 


Mr. Tansey. This is specification material ; that is right. 

Mr. Burnsipe. It is not in the raw. 

Mr. Houtrrevp. We are not stockpiling specification material. 

Mr. Tansey. When you used the word “fabricated,” it comes to my 
mind at being a part. 

Mr. Houtrtevp. “Processed” would probably have been a better 
word. It has been processed from the pig state to a specification 
state. 

Mr. Tansey. That is right; toa size and diameter. 

Mr. Burnsive. Does the Government acquire some of that or require 
some of that type of material on hand for these manufacturers, so 
that in case of immediate orders, in case of attack, they could use 1t— 
is it an advantage to have it in that state ? 

Mr. Tansry. Well, that would be a hard question to answer, Mr. 
Burnside. 

Mr. Burnsine. I am just wondering if it is a policy of defense to 
have backlogs of that kind of material. 

Mr. Hotirietp. There is no policy at the present time for stock- 
piling any type of processed or fabricated materials that I know of. 

Mr. Burnsive. Would you know about that type of question ? 

Mr. Pererxa. I know the answer to that. The Government does 
not stockpile that type of material for availability to aircraft manu- 
facturers. They do stock it for their own use in maintenance and 
repair, but they do not stock it otherwise. 

Mr. Burnsiwe. They would have that back in Government storage 
depots ? 

Mr. PrererKka. They would have it in their shops for maintenance 
and repairs, but not for the purpose that you brought up. 

Mr. Burnsive. Thank you. 

You would say this would be really a drag on the market or a drag 
on the space ¢ 

Mr. Tansey. This material is in excess to the manufacturers’ re- 
quirements. There is no question in my mind that it is needed and 
can be utilized at other aircraft manufacturers’ plants. 

Mr. Houtrrevp. It is a matter of getting this excess from one spot 
where it is excess to the spot where it is in short supply ? 

Mr. Tansey. That is correct. 

Mr. Houirrerp. And you maintain that only specialists in the air- 
craft industry can perform that function and perform it quickly and 
efficiently ? 

Mr. Tansey. That is correct, sir, very definitely, because with ma- 
terials such as this the identity must be maintained. 

Mr. Houtrtevp. I would like to question you on that. Do you find 
there is a great confusion in identification at the present time of bear- 
ings and other materials, due to different. methods of identification ? 

Mr. Tansey. Of course, you have got to bear in mind that a stand- 
ard part number is a standard part number if so utilized. A great 
number of airframe manufacturers use their own numbers. I think 
they are getting away from that quite a bit today. You will find 
manufacturers nomenclature listed as a part. 

Mr. Burnsive. Is there an effort right there to use the new Govern- 
ment catalog ? 
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Mr. Tansey. I do not think it has reached .a stage where it can be 
utilized as yet. I know it has not in bearings. 

Weare certainly planning on using it. 

Mr. Burnsiwe. Does the industry plan on using it ? 

Mr. Tansey. I cannot tell you that. 

Mr. Horirrevp. Can we digress from the purpose of our hearing and 
ask you from a practical standpoint what do you think of the desir- 
ability of having a uniform Federal catalog with the standard nomen- 
clature and standard specifications back of it ? 

Mr. Tansey. I think it would be the greatest blessing this country 
could ever receive. 

Mr. Hortrtetp. Do you think it would enable procurement officers 
to eliminate duplication in their procurement ? 

Mr. Tansey. Very definitely, because the nomenclature of a part 
has to be considered in a number of lights. For instance, we ran 
across one situation the other day where a bearing was involved hav- 
ing the number of the manufacturer, in this case Allis-Chalmers, was 
not at all identified with the Federal number. It just so happened 
that we were making an example of that transaction where we pack- 
aged the material for the contractor who furnishes the material, and 
we asked the contractor as to whether they wanted to have the Federal 
stock number on there. They said, “No.” All they wanted was just 
to have the Allis-Chalmers number on it. So we conducted a little 
research, and in 5 minutes came up with a Federal stock number. 
In this case it was a Navy stock number. 

We know that in many instances there are as many as 68 different 
stock numbers on a bearing. 

Mr. Burnswwr. We found 208 different bearings that were the same 
identical bearing, chemically and metallurgically. 

Mr. Ho.irteip. This is very interesting, because this subcommittee 
has been very much interested in the cataloging program. 

Relating this difference in nomenclature to your own service as an 
aircraft parts firm selling a service that you would render, would it 
be necessary to take those 68 bearing numbers and put them together 
regardless of what order came in for any one of those 68 different 
identifications, so that you would know that you could supply it? 

Mr. Tansey. That is correct. 

Mr. Houirtecp. Either under the identification number of the req- 
uisition slip or a number that would give them the identical product? 

Mr. Tansey. That is correct. We have automatic cross-reference. 

We will talk about another item, self-locking nuts. There are AN 
standards on that. There are naval aircraft factory standards, 
There are manufacturers’ nomenclatures. 

When the nut is returned to us for redistribution we identify it 
down to the basic number and then we have catalogs. For instance, 
Boeing calls with the Boeing standard number. We know that we 
have Boeing’s catalogs. And if they call for that part number they 
still get the same standard, but delivered under the stock number 
desired. 

The same thing applies to the services. 

That is a function that only a qualified distributor can do. 

Mr. Burnsipe. Why would the industry want to add to this con- 
fusion ? 
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Mr. Tansey. Well, Mr. Burnside, have you ever gone out to buy a 
bearing for your automobile? 

Mr. Burnsing. Yes. 

Mr. Tansey. There is your answer. 

Mr. Burnsipe. You pay a different price for a Cadillac bearing, 
or for a Chevrolet bearing or for a Pontiac bearing, and it is the same 
6 They get more money out of you. That is the reason. 

Mr. Tansey. That is the replacement business. It is exactly that. 
I do not feel that the Government material should be handled on a 
replacement basis. If I were selling you a bearing for your auto- 
mobile you would pay me the full list price. If I could add to that, 
and it was legitimate to add to it, you would pay that. That same 
bearing would, probably, go back to the Government for $1 where 
you pay $6 for it, but that is common business practice. 

Mr. Burnsive. The Government knowing the difference should take 
advantage of the knowledge. 

Mr. Tansey. I feel so. 

Mr. Ho.trtetp. We could spend a lot of time on this subject, be- 
cause it is one that has been dear to the hearts of this subcommittee. 
There is a bill, incidentally, lying on the President’s desk right now, 
I understand, which will cripple the uniform Federal catalog. It 
has been put through by certain people interested in not having a 
uniform Federal catalog, but having a military catalog and a civilian 
catalog. 

9, aon I think that would be a shame, Mr. Chairman, if that 
is done, when you see the amount of material and the amount of 
dollars, the amount of labor hours, the amount of time that could 
be saved by the proper utilization of materials through proper chan- 
nels. I would love to save that in just my taxes alone. 

Mr. Bournsive. It is unfortunate that we have another committee 
that had a selfish interest in this bill—very unfortunate for the United 
States Government and the taxpayers. 

Mr. Tansey. Are they being reelected ? 

Mr. Burnsiwe. The trouble is that the public does not know. That 
is for the record. You asked for the record. 

Mr. HowirrevD. Would you like to summarize your statement, Mr. 
Tansey ¢ 

Mr. Tansey. I feel that the program of redistribution should be 
initiated immediately through qualified agents and administered prop- 
erly through the General Services Administration or anybody they 
may delegate; to have a board through such delegation of men who 
are qualified to pass upon the qualifications of the prospective dis- 
tributors, and to have full knowledge as a board of the parts, that is, 
the aircraft parts that are in idle and excess inventories today. 

Mr. Houtrrerp. A board was suggested, I believe, by Mr. Carey 
yesterday before this subcommittee, composed of representatives from 
the defense departments and the General Services Administration 
and, possibly, some public-interest members with merchandising 
background. 

What would you think of that type of a board? 

Mr. Taney. I think that would be ideal. 

Mr. Hottrtevp. Are there any further questions? 

Mr. Burnsive. No, thank you. 
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Mr. Houtrterp. Of course, this subcommittee, Mr. Tansey, is not in a 
position of making a decision on these matters. We can only submit 
such evidence as is brought before it to the people who are responsible 
for this program with our earnest recommendation that they do the 
thing that is for the best interest of the Government and do it as 
speedily as possible. The responsibility of the executive department 
is involved in this. And, certainly, if something can be evolved that is 
of benefit to the Government, why this subcommittee would like to see 
it evolved and quickly before we get into the position that we were 
in after the last demobilization period when billions of dollars’ worth 
of material were thrown on the economy with no well-thought-out 
plan to use it or to dispose of it to the best interests of the taxpayer. 

Mr. Tansey. I think that the chairman will remember this. You 
mentioned the fact that I appeared before the Rizley subcommittee. I 
will have to give you a little bit of background on that. 

In about 1943 when Colonel Peterka was the administrator for the 
ASU program of redistribution through the Metals Reserve and 
Murray Cook we were appointed as one of the original agents. I 
pointed out before that we made recoveries to the Government of 70 
yercent of the current market price. That evolved itself into the 

construction Finance Corporation program of disposal, the War 
Assets Administration. The thing got cut of hand to the point where, 
as has been said, it left you in the position where the left hand did not 
know what the right hand was doing. 

We had contracts for the orderly disposal of aircraft materials. At 
the same time, as you will recall, Mr. Chairman, a contract was made 
with the Palmer Nut & Bolt Co. who sprung out of nowhere, opened 
- a little office and purchased aircraft quality materials, that is, steel, 
aluminum, brass. I do not know whether there was any copper in- 
volved or not. 

Mr. Houirrevp. There was. 

Mr. Tansey. They did that at something like $22.50 a long ton, 
with a 10-percent allowance for tare. If you will recall, I had to 
testify before the Rizley subcommittee that materials that the Palmer 
Nut & Bolt Co. paid $360 or $375 for something like 30 tons, we 
ultimately bought for $75,000 and sold for $103,000. There was a 
prime example of improper handling of aircraft materials. 

Mr. Hortrretp. The testimony showed before that subcommittee of 
which I was the ranking minority member at that time that the Palmer 
Nut & Bolt Co. sold for as high as $8,000 a ton nuts and bolts which 
they bought for $22.50 a ton. 

Mr. Tansey. That is just the thing that a program such as this 
properly administered will avoid. I feel that the Government would 
1ave proper channels of disposal established if they are firm in main- 
taining such channels, and that the material would get proper han- 
dling, the material would be disposed of in an orderly manner, and 
the largest return to the Government would be obtained. It could 
also act as a guinea pig for any further disposal programs outside 
of aircraft if necessary. 

Mr. Houirtevp. Of course, the interest of this subcommittee goes far 
beyond aircraft. . 

Mr. Tansey. That is why I steted that. 
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Mr. Howtrte.p. Our purpose at this time in having these brief 
hearings is in the interest of national defense to see that excess mate- 
rials are redistributed efficiently right at this time in that limited 
field. The whole problem of surplus disposal must be considered by 
the Congress and by the responsible agency, the General Services 
Administration, and well defined plans evolved and legislative aids, 
if necessary, be passed in my opinion before we are inundated again 
with tremendous supplies of surplus. This is only a small part of the 
program. 

Mr. Tansry. I would like to say this, I do not think there are any 
surpluses today. There might be excesses. There might be over- 
supplies, but there are no surpluses. Surpluses as such should be cer- 
tainly not sponsored, because we know definitely the part that is in 
so-called excess supply today is not surplus, because it is needed else- 
where. It may not be needed there today, but it certainly could be 
needed there tomorrow, because neither the distributor nor the air- 
frame manufacturer can outguess the Government and the aircraft 
engineer. These changes are coming about every day where a part 
that is in short supply today might become in long supply tomorrow 
and in short supply the following day. 

There is no rule of thumb where you say that it is surplus, throw 
away. It does not work that way. 

Mr. Houirrevp. We thank you, Mr. Tansey, for your testimony. 

Mr. Tansey. Thank you. 

Mr. Howirrerp. The Chair has several telegrams from different 
people throughout the United States who are interested in this pro- 
gram, some of them indicating their confidence in some of the wit- 
nesses who have appeared, and some indicating that they cannot 
be here, but subscribing to certain policies. These telegrams will 
be made a part of our files and available for placing in the record 
if they are pertinent. 

Are there any other concerns interested in this matter in the room 
who would like to testify? We are going to try to wind up our hear- 
ings tomorrow noon. At 10:30 we will have Mr. Larson of the General 
Services Administration and at 10 o’clock we will ask Admiral Ram- 
sey to be here, who represents the Aircraft Industries Association of 
America. And then we will try to place Mr. Dyess and Mr. Wynant 
and possibly a representative of the Munitions Board on the program 
in the morning. 

That is a pretty heavy schedule of witnesses for the morning. 

The meeting will stand in recess until 10 o’clock tomorrow morning. 

(Whereupon, at 12 noon the subcommittee recessed, to reconvene 
Wednesday, June 25, 1952, at 10 a. m.) 
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UTILIZATION AND REDISTRIBUTION OF CRITICAL 
MATERIALS AND AIRCRAFT PARTS 





WEDNESDAY, JUNE 25, 1952 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON EXECUTIVE AND LEGISLATIVE 
REORGANIZATION OF THE COMMITTEE ON 
EXPENDITURES IN THE Executive DeparTMENTS, 
Washington, D.C. 
The subcommittee met at 10 o’clock, Hon. Chet Holifield (chair- 
man) presiding. 
Mr. Houirietp. The subcommittee will please be in order. 
The first witness this morning is Admiral Dewitt C. Ramsey, Air- 
craft Industries Association of America representative. 
The subcommittee will be glad to hear you, Admiral. 


1 


STATEMENT OF ADMIRAL DEWITT C. RAMSEY, UNITED STATES 
NAVY (RETIRED), REPRESENTING AIRCRAFT INDUSTRIES ASSO- 
CIATION OF AMERICA 


Admiral Ramsey. Mr. Chairman and members of the committee: 
My name is Dewitt C. Ramsey. I am president of the Aircraft In- 
dustries Association, representing most of the major manufacturers of 
airframes, aircraft engines and components. 

I am pleased to respond to your invitation to appear here this 
morning and tell you how we in the aircraft manufacturing industry 
are participating in the program of redistribution of idle and excess 
aircraft materials. I would like to make clear, Mr. Chairman, that 
we are not asking Congress for any assistance, financial or otherwise. 
I am merely reporting on what we in the aircraft manufacturing in- 
dustry are doing on the subject that is under exploratory discussion 
here today. 

In all manufacturing companies, regardless of the end product, 
the inventories will be excessive on some items and short on others 
during any manufacturing program. It is impossible to maintain a 
completely balanced inventory. There are many reasons for the 
excesses. For example, one of your suppliers may be shut down due 
to a strike, a flood, or for some other reasons. Let us say it is an 
aluminum forging plant that is shut down. You then buy raw stock 
and try to “hog out” or machine the part needed to maintain your 
production. As soon as forgings are again available you have some 
raw stock that may well be excess to your normal needs. 


1Name changed to Committee on Government Operations, July 4, 1952 
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Another reason you might have may be a change in manufacturing 
methods whereby a machined or forged part is now made as a casting. 
Another reason, of course, may be that a mistake was made in calcu- 
lating requirements. ; 

These are all normal production causes of excess materials. In the 
aircraft manufacturing industry these are aggravated to a certain de- 
gree because there are, for example, over 137,000 different parts used 
in the manufacture of a modern patrol bomber. Furthermore, mod- 
ern military aircraft are subject to constant changes during the pro- 
duction process in order to meet combat needs or to improve over- 
all performance. These changes do, of course, tend to generate excess 
materials. 

The major portion of today’s aircraft production is being done on 
a fixed-price basis. The excess inventories that are generated under 
these contracts are and remain company-owned unless they are due 
to a Government-ordered change or are the result of a termination. 
If they are the result of a Government-ordered change or of a termi- 
nation, they are paid for by the Government as a part of the cost of 
the change or contract termination. They then become Government 
property and are disposed of or redistributed in accordance with the 
internal procedures of the Defense Department. 

In addition to excess inventories resulting from changes or termi- 
nation under a fixed-price contract, all excess materials under cost- 
plus-fixed-fee contracts are Government-owned unless they are deemed 
to be unreasonable in amount, in which case the Government refuses 
to reimburse the contractor for their costs. There are, however, very 
few aircraft production contracts now outstanding that are on a cost- 
plus-fixed-fee basis. 

In May 1951 in an effort to conserve critical materials, the aircraft 
manufacturing industry recommended to the Aircraft Production 
Resources Agency that a procedure be established which would permit 
the prompt redistribution of idle and excess materials to defense pro- 
duction. As a result of these recommendations a reporting system 
was established whereby each company reports on a quarterly basis 
their excess company-owned inventories to the Aircraft Production 
Resources Agency. This Agency then circulates these combined lists 
of excess company-owned materials throughout the industry. This 
procedure has been in effect for a relatively short period of time—4 to 6 
months—and it is therefore a little too early to determine how effec- 
tive it will be in redistribution of these excess materials. 

It is working, however, and has relieved some critical shortages. 
This procedure appears to us to be adequate and the most economical 
method during this time of partial mobilization, to permit the great- 
est utilization of these company-owned excess stocks. 

The primary purpose of this redistribution syst®m is to make avail- 
able materials that may be critically needed by one defense contractor 
and at the same time be idle and excess to another. When it is de- 
termined that these excess company-owned materials are not required 
by the aircraft or other defense production programs, we will, if CMP 
regulations permit, dispose of them through our own organizations 
and absorb whatever losses may be involved. In other words, we con- 
sider these excess inventories of company-owned materials to be the 
results of a normal business risk and we do not seek to shift that 
financial risk to the Government. 
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I might mention in passing that there are other informal methods 
of having complete advice on the availability of excess materials and 
other questions. Those activities are going on every day, as you can 
imagine, at a very high tempo, in an area such as Los Angeles, where 
there is considerable concentration of the industry. 

Mr. Hoxirretp. By that you mean that different people in charge of 
the stocks call up as to whether someone has so much material. 

Admiral Ramsey. Yes. In other words, they do much of this work 
on an informal basis. 

Mr. Ho.irtetp. So there is some declaration of excesses between 
quarterly report periods. 

Admiral Ramsry. Yes. 

Mr. Hotirrevp. As a result of this information on an informal 
basis, rather than as a result of screening out the quarterly report 
sheets. 

Admiral Ramsry. Yes; that informal activity goes on all the time. 

We are unable to be giving you a definite dollar-and-cents figure 
on the amount of company-owned or Government-owned excess mate- 
rials now on hand. It would take a very thorough survey to deter- 
mine these figures. 

A telephone survey of some of the leading airframe producers indi- 
cates that there is at present a modest amount of company-owned 
excess materials on hand. Government-owned excess materials located 
in our plants is estimated to be very low. 

As I previously mentioned, as an example, there are over 137,000 
different parts used in the production of a modern patrol bomber. 
This is a single type, and many of our plants are producing a variety 
of types. Any list of surplus items, therefore, would appear impres- 
sive in a number of items, but, translated into dollars as compared 
with our over-all volume, the amount would probably be very insig- 
nificant. Of this relatively small dollar volume figure, it is at this 
time perhaps safe to say that approximately 80 percent would repre- 
sent company-owned excesses which are considered normally by us to 
be a contractor responsibility. 

If we maintain our present stretched-out schedule, these excesses 
should not increase to any great degree, providing our present meth- 
ods of redistribution are at all effective. However, if the present 
schedules are not maintained and we do have across-the-board termi- 
nations, inventories of excess materials will increase. In the case of 
wholesale terminations, it will be a matter of surplus disposal rather 
than one of redistribution. 

We understand that the Air Force proposal which was presented 
to your subcommittee during the early part of these hearings deals pri- 
marily with the redistribution of Government-owned excess materials. 
Our industry has not had an opportunity to study this plan, and we 
are, therefore, in no position to comment upon it. 

That concludes my prepared statement, Mr. Chairman. 

Mr. Houirtetp. To summarize your statement, Admiral Ramsey, 
you make the point that 80 percent of the excess materials in the air- 
craft industry is contractor-owned, and you feel, too, that it is the 
contractor’s responsibility to dispose of those excesses, and you do 
not seek any Government aid here in the disposal of those excesses? 

Admiral Ramsey. That is correct. 
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Mr. Houtrrevp. Because of the excess of inventory that is not Gov- 
ernment-owned. You do not take a position on the excess which is 
Government-owned. 

Admiral Ramsey. No, we do not, because, in the first place, I think 
that is a basic question, obviously, which is going to take planning, 
which they have in mind, and that, of course, involves very careful 
study in the economics of the operation, and we are not in position to 
comment upon it, not having had time to go into that. 

Mr. Ho.trieip. Your testimony is also based on the present pro- 
gram of production and the few terminations that are in effect at this 
time. 

Admiral Ramsey. Yes. 

Mr. Houtriecp. And if, as you say in the last part of your statement, 
the present schedules are not maintained, and we do have across-the- 
board terminations, then there will be a tremendous amount of this 
inventory which would become Government-owned, rather than con- 
tractor-owned, because of the termination ? 

Admiral Ramsey. Because of the contract terminations. 

Mr. Ho uirretp. At that time, in such case, it would be necessary 
for the Government to have some well-thought-out plan to take care 
of that situation. 

Admiral Ramsey. Yes. 

Mr. Houirtetp. Of course, that is in the future, which no one can 
predict, but assume that the time will come, as it always does after 
a war or after a period of war production, it would be well for the 
Government to have a plan at that time, a well-thought-out plan, to 
take care of the situation then, or do you think the way it was han- 
dled after World War II was efficient ? 

Admiral Ramsry. The World War II process was quite effective. 

Mr. Houtrrevp. You think it was quite effective ? 

Admiral Ramsry. Yes. 

Mr. Houirretp. You mean, in getting rid of the surpluses or in ob- 
taining the maximum recovery to the Government ? 

Admiral Ramsey. Well, both. 

Mr. Houtrtetp. Some of the members of the committee who were 
studying that might differ with you some on that. 

Of the excesses that are contractor-owned, what percentage is sold, 
and what percentage do you convert and salvage? 

Admiral Ramsry. I would have to try to get that data for you. 

Mr. Houtrreitp. Could you give me a rough estimate ? 

Admiral Ramsey. No. 

Mr. Hourrrevp. But in either case, let us assume that the contractor 
has a million dollars’ worth of excess material, and let us assume that 
he obtains a half million dollars for that material in disposing of it; 
who bears the impact of that $500,000 loss ? 

Admiral Ramsey. Unless it was incident to a change, a Govern- 
ment change, then it would be the contractor’s loss. 

Mr. Ho.irretp. It would reduce the contractor’s profit that much, 
but not represent some kind of cost to the Government? 

Admiral Ramsey. If the contractor were operating on a fixed-fee 
basis, and still had a lot of surplus materials, then, as I see it, that 
is his responsibility for faulty planning. 
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Mr. Hotirretp. What percentage of those excesses are the result 
of engineering changes and therefore attributable to the Government 
operation ¢ 

Admiral Ramsry. Well, that is another statistical figure, which 
would require study on our part. As you well know, I am sure, the 
development process goes on all through the production of aircraft and 
airplanes, which is never completely finished, so that there are a good 
many changes that are imposed by virtue of the research and develop- 
ment activities, which are always looking for perfection in the finished 
product. 

Mr. Houtrrecp. If a great many of these changes, engineering 
changes, are made during the course of production, they will constitute 
a reason for charging that cost off to the Government, and there- 
fore your own interest would not be vital in obtaining the maximum 
amount for that excess. 

Admiral Ramsry. No; but if the changes are generated as a re- 
sult of intervention of a contracting officer, let us say, then obviously 
any surpluses that are generated in excess stock as a result of that 
would not be the responsibility of the contractor. 

Mr. Houtrtevp. In that case, do you determine that the material 
is owned by the Government, or does it go into the disposal 

Admiral Ramsey. I think it automatically becomes Government- 
owned. 

Mr. Smirn. That is right; if the Government requires the change. 

Mr. Hourrerp. Then the figure should show how much of the 
material you are inventorying as a result of engineering changes, 
and how much you retain on your own responsibility, as responsible 
for your own disposal. 

Mr. Smrru. The inventory would reflect that. 

Mr. Houtrieip. Will you furnish the subcommittee a little statement 
showing approximately what it is ¢ 

Mr. Smirn. Yes; we will attempt todothat. It would involve some 
study. 

Mr. Howirievp. Let me put it this way: The subcommittee does not 
want to require you to go into a costly or extensive analysis of your 
books, but if you do have available figures which would show approxi- 
mately the answer to these questions which I have asked—and you 
will have a copy of the transcript of the testimony of today—we will 
appreciate it very much. We do not want to impose upon you any 
undue burden. 

Mr. Smiru. You understand our position would be complicated 
by the fact that in the normal airplane there are hundreds of changes 
going through every week, and many of those involve minor amounts 
of material, but some of them may involve a change of the entire 
aircraft. 

Mr. Houtrietp. The subcommittee is only interested in this fact, as 
to the changes resulting in excesses of materials that are left up to 
the Government to dispose of or redistribute, involving such referrals 
to the Government. 

Certainly your books would show the percentage of excess materials 
which you dispose of, and the percentage you turn over to the Govern- 
ment as Government-owned for disposal. 

Mr. Smiru. That is correct. 
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The Cuarrman. It should not be too hard for you to approximate 
the figures over a period of, say, a year. 

Mr. Smrrn. It may be rather difficult. I would like to point this 
out, to say just what sources of Government-owned material there are, 
in warehouses—— 

Mr. Howtrrerp. Yes. 

Mr. Situ. That are not generated due to changes. 

Mr. Howtrrecp. How beat they be Government-owned if they were 
not generated due to changes? 

Mr. Smiru. We may have a set-back in the program, something 
that the cost-plus-fixed-fee contract, or something of that kind enters 
into it. 

Mr. Houirrecp. With reference to the cost-plus-fixed-fee contracts, 
the testimony was that there are very few of those contracts on a 
cost-plus basis. 

Admiral Ramsey. We will try. 

Mr. Ho.irrevp. I think you would have to have a breakdown in 
order to be able to know whether there was a substantial amount of 
this Government owned, and the amount that you are to dispose of. 

Mr. Smirn. Yes. 

Mr. Ho.wtrreitp. You should have those figures for, say, the last 
year or so; at least, you should have a summary, and if you run your 

ooks on, say, the calendar basis, and if you have got a summary 
as of January 1, 1952, for the year 1951, we would appreciate having 
that. 

Mr. Smiru. Yes. 

Mr. Ho.irtetp. So we could estimate how big a job the Govern- 
ment has in disposing of these Government-owned excesses. Right 
now we are not concerned too much with the contractor owned; that 
is his responsibility. 

(Subsequently the Aircraft Industries Association advised the sub- 
committee that the information was not available.) 

Mr. Dawson. I want to thank you, Mr. Ramsey, for your very clear 
and concise statement, one which I think states your position clearly. 
I was interested in a statement made in answer to Mr. Holifield’s ques- 
tion relative to the disposal of surpluses following World War II. 
Did I undersand you to say that you thought the Government had done 
a very fine job? 

Admiral Ramsey. Well, from the point of view of an individual— 
and my duty during World War II included work with the Bureau 
of Aeronautics in the Navy Department—I was Chief of the Bureau 
of Aeronautics, and we worked very closely with the Under Secretary’s 
office on those details, that is, under Mr. Forrestal, and I thought that a 
creditable job was done. I will not say 100 percent, because I do not 
think that is possible with all the material we had, and the surpluses 
that we had at the conclusion of the war. That is just my personal 
appraisal. 

Mr. Hotrrtetp. As a matter of fact, the Department of Defense 
turned these surpluses over to the War Assets Administration. 

Admiral Ramsry. Yes. 

Mr. Hotirretp. The administration and the work of that operation 
has been before this committee in thousands of pages of testimony. 

Mr. Dawson. The reason I ask the question is this: I read a news- 
paper article yesterday or the day before, saying that in Australia 
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there had been formed a group to salvage a billion dollars’ worth of 
materials, materials that we sank in the ocean, in that neighborhood— 
jeeps, and heavy moving machinery and so forth, and they are spending 
a half-million dollars just for the plans and locations, and so forth. 

Now, do you believe that dumping these machines and the heavy 
moving equipment, which might have been converted into scrap mate- 
rial, was an efficient operation ? 

Admiral Ramsry. I do. I have been out through the Pacific, as I 
had that job during wartime, and I know that a lot of that stuff has 
been claimed by the jungle. But I certainly do not know how it could 
have been gotten out and how we could have handled it with any 
economy and without a lot of costly effort. Some of the more im- 
portant items were returned or sold to the Chinese early after the war. 

The majority of the material was surplus, excess material, which 
we had no means of using, and as I say, in the case of the equipment 
that you will find out in some of those islands, it has been claimed by 
the jungles, the very cheapest disposal, in my opinion, that could have 
been made of it. 

I might add that after World War I, I personally set fire to about 
50 boat hulls that were finally delivered to the naval aviation shop in 
France, because it was agreed by all governments at that time that 
was the cheapest way to dispose of it, rather than trying to ship them 
back to the United States when there was already a surplus; so that I 
hope that will reflect my philosophy about the use of that material. 

Mr. Houirtetp. In other words, you do not think its use as scrap 
would have been justified, that the cost of returning it would justify it ? 

Admiral Ramsey. No; I do not think so. 

Mr. Howirrerp. Thank you very much for your testimony this 
morning. 

Admiral Ramsey. Thank you. 


STATEMENT OF BEN DYESS, REPRESENTING STANDARD PARTS 
& EQUIPMENT CORP., FORT WORTH, TEX. 


Mr. Houirtetp, Is Mr. Ben Dyess here? 

Mr. Dyess. Yes. 

Mr. Ho.iFretp. Will you please take the witness stand. About how 
long will it take you to complete your statement ? 

Mr. Dyess. I can make it as long or short as you want. 

Mr. Howirrevp. You are very accommodating. If Mr. Larson ap- 
pears, as he was supposed to have been the next witness—we may pos- 
sibly want to hear him and conclude with you later. 

You are representing the Standard Parts & Equipment Corp. of 
Fort Worth, Tex. ? 

Mr. Dyess. That is right. 

Mr. Howirrecp. Will you give your full name for the record ? 

Mr. Dyess. My name is Ben Dyess, president of the Standard Parts 
& Equipment Corp. We deal in aircraft components parts, hardware, 
and accessories. We have offices in Fort Worth, Baltimore, Wichita, 
Kans., and Englewood, Calif., and have been in this business since the 
last war—formerly a War Assets agency. 

I do not have a prepared statement, Mr. Chairman, but I think you 
have a letter which I wrote to you concerning this program. 
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Mr. Houirretp. Would you like to use that letter / 

Mr. Dyess. No. 

Mr. Ho uirrevp. I have not yet placed it in the hearings, and there- 
fore you are at liberty to testify from it if you wish to. 

Mr. Dyess. It is very brief, but I thought you might have referred 
to it, and it may contain some of my answers to some of the suggestions. 

As I said in the letter, in the acceleration of the aircraft program, 
time is of the essence in getting this material back into hands where it 
san be used. 

As Admiral Ramsey said, it might have come as a sort of surprise 
to some people when he said that it was not economical to scrap the 
material in the Pacific and bring it back here. Frankly, we will not 
argue on that point, but we do not want the inventories that are lying 
idle now in other parts of the country, to come to a status where event- 
ually they will have to be scrapped and not made available at points 
where they are needed, say in California, and other places, where they 

‘an use them. They ought to have this program on a sound basis of 
screening of parts that have been bought, as between one contractor 
and another, and the procurement of them set up in that way. 

If we had an agency like the Air Force proposes to handle the redis- 
tribution of this program, I think we could utilize these parts and it 
would mean a great saving at the present time. 

That is the general text of my letter to you, Mr. Chairman. 

Mr. Hoxtrietp. You believe that a declaration of excess Government 
materials, through some clearing agency, which would be Government- 
controlled, would facilitate the redistribution much better than the 
attempt of the Government contractors themselves to dispose of that 
among themselves ? 

Mr. Dyess. That is right. 

Mr. Houtrtetp. You are a representative of manufacturers of air- 
craft parts at the present time? 

Mr. Dyess. Yes. 

Mr. Howtrterp. And you also add to your stocks of manufactured 
articles, component parts which you pick up where you find excess 
parts ? 

Mr. Dyess. We have done that in the past, but we are not doing it 
at the present time. 

Mr. Houirtevp. In other words, you are not adding to your in- 
ventory things that are declared excess? 

Mr. Dyess. No; in the past we have done that. 

Mr. Houirtetp. I was wondering why you are not picking them up. 

Mr. Dyess. The chief reason we are not doing that is because we 
represent quite a number of manufacturers, like the National Screw, 
and other concerns, and I might say, in representing them we repre- 
sent them in handling their merchandise. 

Mr. Howitrretp. Would you say that there is an appreciable amount 
being offered at this time, enough to interest a few of those who would 
be interested ¢ 

Mr. Dyess. I think there is quite a bit being offered now, but. not 
of the particular type that we deal with. I have seen some offered, 
radio accessories, and other electrical accessories that we do not deal 
with. We concentrate mostly on hardware. Also, we manufacture 
ourselves—I want to add that we do manufacture parts, and from that 
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angle we know that when a contractor wants a part, they usually 
want it in a hurry, and, as indicated before, they know where to go 
to get it, and it is hard to visualize their wanting to go through a lot 
of paper work. 

Mr. Houirievp. In other words, going to the trouble of hunting 
up the material and going to the contractor involved. 

Mr. Dyess. That is right. 

Mr. Hortrrevp. But your thought is that if there were concen- 
trated in one place a service, where the different agents throughout 
the country could have the opportunity to know and obtain them, 
there could be a redistribution, a more efficient and added distribu- 
tion, resulting in a better return to the Government. 

Mr. Dyess. Yes. 

Mr. Howirretp. Any question, Mr. Chairman ? 

Mr. Dawson. I was interested in the reason you gave in your 
thought that the Government set-up for redistributing excess parts 
could operate better than the effort of the companies by correspond- 
ing with each other, or otherwise through a central office to redis- 
tribute the surplus parts. Your idea is based on the fact that the 
Government-owned group would be charged with the sole responsi- 
bility of doing that thing, and would naturally center their attempts 
upon it, whereas otherwise it would be a completely voluntary act 
on the part of the manufacturers to redistribute among themselves. 

Mr. Seow. That is generally right, yes. Of course, it is my opinion 
that after the last World War they finally developed a pretty good way, 
after the Air Force had had some experience from the last war, they 
got around finally to developing a program which was fairly good. 

Now, with the experience they have had in the past, they can now 
develop and do a real efficient job, resulting in saving money, in sav- 
ing time, and time in the procurement of the necessary parts for the 
contractors. It will, I think, save money, because when you see a 
part that can be used today, say, it will cost $2 or $3 for each, in 6 
months or 12 months from now it may be no good, and all you have is 
a piece of metal that you can put through the smelter, with little re- 
turn from it. 

If we could get an effective program developed as soon as possible, 
where these excess, idle inventories could be put back into proper 
channels, it would result in saving time and money. I think every 
day that is wasted we are losing money. . As the admiral stated pre- 
viously, these engineering changes are going on continuously, as a 
result of which they obsolete a part, and it is no good. But at the 
same time we need that part when needed, and need it badly. 

Mr. Dawson. Do you know whether or not the industry has been 
importing scrap from other countries ? 

Mr. Dyess. Importing scrap? 

Mr. Dawson. Yes. 

Mr. Dyess. I do not. 

Mr. Hourrrevp. Thank you very much, Mr. Dyess, for your testi- 
mony. 

Mr. Dyess. Thank you. 

Mr. Hotirrecp. Has Mr. W. D. Wynant, of the Parker Appliance 
Co., arrived? Apparently he is not here. 

Has Mr. Tolino of the Munitions Board come in? I understand he 
will be here shortly. 
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The subcommittee will stand in recess for a few moments until Mr. 
Larson arrives. 

(Short recess.) 

Mr. Houtrrevp. The subcommittee will be in order. The chairman 
would like to state for the information of Mr. Larson that the subcom- 
mittee has had 2 or 3 days of hearings now on the subject of better 
utilization through a better system of distribution of excess critical 
materials and parts that are in the hands of the aircraft and airframe 
manufacturers throughout the United States. There has been a plan 
presented by the Air Force which some believe would do a better job 
than is being done at the present time through the more or less indaes 
mal method of redistribution. 

The APRA organization has been functioning in this line, as you 
know, and their function has been mostly through listings which have 
been circulated amongst industry. There has been some testimony 
from the Navy that in the circularization of these listings they had 
very few bids in relation to the number of people contacted, which 
would seem to indicate there is a laxness on the part of the aircraft 
manufacturers to utilize these excess materials. They prefer to order 
directly from the basic manufacturer because they can do it easier; 
they can get the quantities they want without trouble, and this plan 
is presented by the Air Force as their own plan. It has not been 
approved by the Secretary of Defense, as I understand, or by the 
Munitions Board. It is their thinking on how to do a better job. 

Has the plan been brought to your attention ¢ 


STATEMENT OF JESS LARSON, ADMINISTRATOR, GENERAL 
SERVICES ADMINISTRATION 


Mr. Larson. No; the plan has not been brought to my attention 
except that I have been made aware in a very general way that a plan 
was hates considered. The details of the plan have not been brought 
to my attention and they have not been brought to the attention of 
my staff, so far as I know. 

Mr. Houtrterp. I will have the clerk hand you the plan which has 
three charts in the back of it. I think a quick look at it will give you 
an idea. I will have to leave the room for a call from my office. Mr. 
Dawson will take the chair. 

Mr. Larson. Mr. Holifield has asked me to take a look at this chart 
here, which is a part of this document that I hold in my hand and is 
entitled “Chart No. 1.” The chart indicates an organization. I am 
sorry, but this is the first time I have ever seen it and I do not know 
what Mr. Holifield wants to bring out. Maybe I can study it a minute. 

I might say in the course of my appearance before the subcommittee 
here this morning, Mr. Dawson, this subcommittee, and particularly 
Congressman Holifield, who because of his intense interest in main- 
taining a high degree of efficiency in the whole surplus property dis- 
posal program, perhaps is more aware than anyone else in Government, 
or anyone in the Congress certainly, as to the great need for emphasis 
on utilization in the operation of the Government’s program under 
the executive branch. That is why we find in Public Law 152—some- 
times referred to as the Holifield Act—and rightly so—a great em- 
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phasis on utilization. I think primarily that what we have here is a 
problem of utilization. To me, the utilization benefits far transcend 
the surplus disposal requirements, as I see them. I think this is pri- 
marily a problem of utilization. 

Mr. Houtrtevp. That is the testimony that has been before the sub- 
committee, of course, and to obtain that better utilization this plan 
for a better system of redistribution has been offered. 

Mr. Larson. Well, in that connection I personally feel, and I know 
that my agency feels, that anything that can contribute to a higher 
degree of utilization is justifiable within the Government. 

As my boys told me quite briefly about what they had heard in 
previous testimony regarding this Ae it seems to me that this, being 
primarily a problem of utilization, is an operating problem within 
the agencies concerned. 

As you know, we envisaged that under GSA there would be general 
broad supervision of utilization, and that within GSA there would be 
facilities for properly supporting the agencies in their programs of 
utilization, to furnish the leadership, so to speak, to point the way 
to methods and procedures for a higher degree of utilization, and 
equally as important, to report to the Congress whether or not progress 
was being made. 

GSA has not fulfilled that function as completely as we would like. 
It has not been because we did not want to; it has been because we have 
not been able to sell the appropriating authorities on such a program 
to the extent that sufficient funds would be made available for carry- 
ing out such a program in all of its details. 

You have commented on that on the floor and have commented on 
it publicly. I think it is a regrettable thing. It is somewhat disturb- 
ing to me, and I know it is to you gentlemen, and if the public at large 
realized it it would be disturbing to them—that all the benefits that 
were counted as a result of the enactment of legislation leading to 
the reorganization of the executive branch can go by the board, and 
many of such benefits have gone by the board because of the inability 
perhaps of those of us in the executive branch to sell another arm of 
the Congress, namely, the Appropriations Committee, on the import- 
ance of building a central supervisory organization that can ride herd 
on all these things that we envisaged when we considered Public Law 
152. 

Perhaps I am restless. Perhaps progress comes more slowly than 
I had imagined, but we have been in existence 3 years now, as you 
know. 

Now, back to this specific measure which you have before you, I 
repeat that any plan that will lead to a higher degree of utilization 
will receive the favor of GSA. Without having detailed knowledge 
of the plan, I cannot say much more than that. 

Mr. Hourrtretp. Will you refer to the chart there in that plan, chart 
No. 1? 

Mr. Larson. I have it before me. 

Mr. Hottrretp. Now, look at that chart and keep in mind section 
202 (a) of Public Law 152, which reads as follows: 

In order to minimize expenditures for property, the Administrator shall pre- 
scribe policies and methods to promote the maximum utilization of excess 
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property by executive agencies, and he shall provide for the transfer of excess 
property among Federal agencies. * * * 
Then it goes on for two more sections there which I will skip, but 
which are complementary to that one I read, and the next section says: 
Under existing provisions of law and procedures defined by the Secretary of 
Defense, and without regard to the requirements of this section, except sub- 
section (f)— 


and that is the accounting section— 


excess property of one of the departments of the National Military Establishment 
may be transferred to another department thereof. 

it seems to me that gives adequate authority to the Secretary of De- 
fense to form such a plan as is outlined there for the purpose of dis- 
tributing excess property among the military departments, and that 
is where most of this excess property is located and is being generated. 

If such a plan as that were approved—a coordinated effort to re- 
distribute excess property advocated by the Department of Defense—I 
am sure that you would be perfectly willing to delegate any authority 
that you have in section 202 (a) to them to facilitate that redis- 
tribution, would you not? 

Mr. Larson. I think we have already done that under Personal 
a ag Management Regulation No. 3. 

r. Houirtevp. They have the authority at this time, in your opin- 
ion, to perfect any kind of coordinated plan for better utilization and 
better redistribution ? 

Mr. Larson. I feel certain they have. It was my intention that the 
regulation so provide. 

Mr. Houtrretp. Would they have to come to you for any further 
delegation of power to effectuate that ? 

Mr. Larson. I do not think so. My technicians are here. My in- 
tention in promulgating Personal Property Management Regulation 
No. 3 was to accomplish just what you have stated. 

I recall in our discussions on the staff level, prior to the promulga- 
tion of that regulation, by the terms of that regulation property does 
not become excess under the definition set forth in the act until it has 
been screened through all the services within the Department of De- 
fense. In other words, it has to be a departmental excess, so within 
the services of the Department of Defense they are completely free to 
set up such procedures as they might feel desirable to accomplish the 
highest utilization of property that may be excess to one service 
within the Department of Defense and under procurement in another 
service. 

Mr. Houirre.p. Then it would be their responsibility to effectuate 
effective redistribution of excess amongst the Army, the Navy, and 
the Air Force? 

Mr. Larson. Well, most certainly so, and I would be extremely 
reluctant for GSA to be brought in to perform a function which is 
primarily a Department of Defense operational function, because I 
think it is the responsibility of the Secretary of Defense under the 
Unification Act as well as the provisions of Public Law 152 to see that 
it is done. 

Mr. Houtrtevp. I think that an effort is being made to do this in the 
Department of Defense, but that method apparently is the method of 
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declaring excess to each other, and circularizing lists, and so forth. 
This plan calls for the different departments of defense to declare 
that excess property to a central clearing house; in this instance, the 
GSA, and the suggestion was made yesterday that a board be set up 
consisting of two members from the Army, two from the Navy, two 
from the Air Force and possibly two from GSA, which would sit as 
a clearing board, as an administrative supervisory clearing board, 
for the purpose of receiving declarations of excess, and also for the 
purpose of allocating these excesses directly to private enterprise, and 
that the private enterprise agency, much like the agents under the 
Murray Cook operation after World War II, would actually do the 
work of redistributing and servicing the aircraft manufacturers, and 
do a better job of it than is being done now under the present arrange- 
ment. That in essence is the change contemplated in the plan. 

Mr. Larson. I do not know that I follow you. I do up to the point 
of suggesting the board composed of the membership that you in- 
dicated. 

Mr. Houtrietp. That was testimony from one of the witnesses. 

Mr. Larson. It is my understanding that such a board, not having 
on its membership representatives of the GSA, is in existence now, 
or some similar board in the Munitions Board that acts as a central 
screening agency in a manner such as you have indicated, and that the 
excesses of the services which are not excess under the terms of the 
Surplus Property Act, but only to that particular service, are re- 
ported to that board, and the screening and the redistribution are 
accomplished through that device. I think that is correct. Mr 
Forbes, is that not generally correct ¢ 

Mr. Forsers. I understand that is true. 

Mr. Larson. This is a tremendous job, Mr. Chairman, and as the 
Cefense effort goes this matter of redistribution becomes a more trouble- 
some job. 

Mr. Dawson. You regard it as an operational job within the De- 
fense Department ? 

Mr. Larson. I think it should be. I think the GSA would not 
be properly oriented to fulfill such a function in the Department of 
Defense. I do not think it conforms with the thinking in the Depart- 
ment of Defense because I would like to point out to you, if it is ap- 
propriate at this time, in carrying out our responsibility, or my re- 
sponsibilities as Administrator under some of the sections you have 
indicated, to try to effectuate utilization, we have long recognized that 
before you can have utilization you have to know what you are deal- 
ing with; in other words, you have to have some idea of what the 
inventories are, 

Now, you will recall in legislation introduced by Congressman 
Brown, a member of this committee, H. R. 4924, which has passed the 
House, it gives the Administrator of General Services the authority 
to require information as to inventories and so forth. ; 

Now, the Department of Defense for reasons which it feels are 
worthy, I am sure, has communicated, or is about to communicate 
to the Executive Expenditures Committee of the Senate a rather 
strenuous objection to such a provision that would eliminate that 
authority on the part of the Administrator of General Services. 
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I do not know how we could inform the Congress as to whether 
or not the utilization procedures are effective, or what the utilization 
problem is unless we have that information. 

Now, as you know, we have been trying to effect a very small, com- 
pact, highly efficient organization to serve the agencies of the Federal 
Government in helping them set up effective procedures, and super- 
vise this whole operation within the Government so as to be, first of 
all, constructively helpful to the agencies, and secondly, to properly 
inform the Congress as to what the problem was. 

Now, I deeply regret this attitude on the part of the Department 
of Defense of taking exception to that provision, because it was con- 
ceived in a spirit of constructive help. Perhaps we can convince the 
Department of Defense of our sincerity in that connection. 

Now, if it objects to that, I feel certain it would object to having 
GSA come down and become an operational part of its functions, 
such as this redistribution problem. 

Mr. Hotirrerp. I think that so long as the redistribution is done 
within the Department they would object, but if a redistribution plan 
is developed which would require going outside the Department; in 
other words, going to private enterprise to effectuate the redistribu- 
tion, I think then under the terms of the law it would technically be- 
come surplus rather than excess and it would immediately come into 
your orbit of jurisdiction at the time that it became surplus. If 
they went outside the Department to effectuate through an agency re- 
distribution, a private-enterprise agency distribution such as occurred 
after World War IT, it would seem to me then they would have to 
come to you and consult with you on that portion of the problem. 

Mr. Larson. Well, I do not think so insofar as authority is con- 
cerned, Mr. Holifield. I think under the present law, and I think 
under regulation 3, the Department of Defense could set up a pro- 
cedure that would permit the redistribution of component parts and 
parts necessary in the manufacture of an end item between contractors 
who were carrying out contracts of the Department of Defense, or 
any of its services. 

Mr. Horirtetp. Do you think that they have the authority to effec- 
tuate that redistribution through private agents ? 

Mr. Larson. Yes, I think they have that authority under their 
general authority, to utilize whatever means are necessary to carry 
out their responsibilities. I think it is a choice as between, in this 
case, what would be an agent acting for the Department of Defense 
and carrying out one of its responsibilities, or whether it would be 
done through public employees on the public payroll and under the 
civil-service system. I think that a contract could be made with a 
concern to take on that responsibility. 

Mr. Howtrretp. You are well aware, of course, from your back- 
ground of knowledge of the surplus-property disposal program, of the 
Murray Cook operation which was set up by the War Assets Adminis- 
tration, I believe; a private company that became the direct clearing 
house and the allocation house, you might say, for material that went 
to the different aircraft agents. You remember that operation, of 
course ¢ 

Mr. Larson. Yes. I was not with the program at that particular 
time, but I am familiar with what happened thereafter, and I know 
in a general way what happened. 
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Mr. Houtrtevp. Well, this plan, as I understand it, as it was pre- 
sented, would envisage some type of redistribution similar to that, 
but in place of the Murray Cook Corp., or a private agency 
doing the job, they would envisage a board of responsible Govern- 
ment people doing the job of supervision, administration, and alloca- 
tion, placing the responsibility on representatives of the Defense 
Department and the GSA to make that responsible choice of methods 
and redistribution through private industry. 

Mr. Larson. I would not be in a position to comment on the de- 
sirability of whether it should be a private corporation that would 
gather, or receive the declarations—for want of a better term—and 
analyze those declarations and then redistribute to private contrac- 
tors, or an agent from private industry to carry out the redistribution 
job, the rehabilitation job, or whether it should be an organization 
set up within the Department of Defense, or whether it should be an 
expansion of the present organization set up in the Department of 
Defense. I cannot comment on that. 

I would say that I, at this time, see no reason why GSA should be 
injected into that operational position. 

Now, we will be glad to assist and supervise and help evaluate the 
Department of Defense in setting that up, but I think that we would 
have to take on technicians that now exist in the Department of 
Defense and that such an operation could easily lead to misunder- 
standing as to over-all responsibilities, because I think we cannot em- 
phasize too much that utilization is a command function, to use the 
military terminology. If we do not hold the commander responsible 
for getting the highest use for his property, we are not going to get 
the highest use of his property. He can always blame it on the GSA, 
or he can always blame it on someone on the outside. 

I know that you use the terms here, but I want to distinguish 
between utilization of excess property, redistribution of excess prop- 
erty, and disposal of surplus property. 

As you know, we all hoped and envisaged that under normal opera- 
tions of the Government the type of property that would reach the 
surplus category and would be available for disposal to the public 
would have been so highly utilized that it would fall automatically, 
almost, into scrap, or the ‘salvage categor vy. And we know, and you 
know better than anyone else, Mr. Holifield, what a tremendous, and I 
think unnecessary expense, the Government went to in taking over 
scrap and salvage from the property-accounting inventories of one of 
the military services in the War Assets inventory, and doing it in such 
manner that we never knew what we had. And we are still going 
through the throes of investigation and postaudit and that sort of 
thing, which cannot recreate what existed at the moment. 

One of our very wise people, anticipating the sort of thing we are 
now living through, made it a point to take pictures of what was 
declared surplus to him, and make them a part of the document so 
that anybody coming along and looking at it would see that it was 
just a piece of scrap and salvage. 

Now, this subcommittee and I want to benefit from that experience. 
We do not want to see a repetition of that. 

Generally speaking, in the Government what is disposed of 
surplus falls into the scrap and salvage category, and that is why it is 








118 CRITICAL MATERIALS AND AIRCRAFT PARTS 


important and more expeditious and economical to do it without 
moving the inventory physically, or so far as accountability is con- 
cerned, because both of them involve a great deal of expense. The 
matter of changing accountability is one of the most expensive things 
that you can do in a governmental operation because of the safeguards 
that we throw around that sort of thing. 

That is the situation insofar as we can determine for the years 1953 
and 1954, and the only exception to that is in the case of military items 
that become obsolete. Well, obsolescence of a military item almost 
puts it automatically in the scrap and salvage category. 

Mr. Ho utrietp. That is a matter of determination by the military, 
not by GSA. 

Mr. Larson. That is a matter that reasonable people have to look 
at. They have to look at the property and try to determine whether 
there is any use for it out of the scrap and salvage class, and that is why 
our regulations call for certain items, mainly the common-use items, 
to be reported to GSA when they become excess to the needs of the 
Department of Defense, and why other items, the highly technical 
items that cannot be used by any Government agency, or by the public 
as scrap and salvage, stay in the normal operations of the accounta- 
bility management set-up within the services themselves, and that is 
why only some $70 million or $80 million of acquisition cost excess 
property is screened by the GSA with other Government agencies as 
compared to about $300 million of total excesses in the Department of 
Defense, and that is why regulation 3 provides that that other $220 
million be disposed of by the Department of Defense. 

Mr. Houirretp. Of course, you have no responsibility, I realize, for 
declarations of excess in the Department of Defense. That is their 
responsibility. Whether or not they were doing that in the proper 
manner, naturally they would have to answer that to the proper com- 
mittee, whether it is this committee or the Armed Services Committee. 

Mr. Larson. That is true, and I cannot visualize any central Gov- 
ernment management operation, GSA or any other organization, build- 
ing up such a staff as would be required to go into all the defense 
installations to examine minutely their inventories and their utili- 
zation of property to determine whether they were doing it or 
not. You would be uselessly duplicating a function of command in 
the Department of Defense, but I do think that the Congress would 
like to know, and Public Law 152 envisaged that the Congress would 
be informed by the GSA as to whether these inventories, generally 
speaking dollarwise, were getting sizable or not. I think from a 
management standpoint the Department of Defense would like to 
know that it is, so it could determine whether or not its utilization 
procedures were properly functioning. 

Now, when we asked for the authority to require that information 

the Department of Defense said, “Well, we do not think you ought to 
do it,” which, as I said, we want to discuss with them in a constructive 
way. 
But to go a step further and move GSA into the operational picture 
of utilization and redistribution, I think would be entirely undesir- 
able, both from the standpoint of defense, GSA, and unnecessary ex- 
pense to the Government. 

I can readily see the advantages of utilizing the technical know- 
how of private industry in this particular redistribution problem. 
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Mr. Horirrevp. Of aircraft. 

Mr. Larson. As between contractors, and so forth. I think that a 
procedure of that kind can be set up within present law and within 
present regulations. 

Now, when it comes to the point of disposing of it there may be a 
question as to whether or not the Department of Defense can dispose 
of that arbitrarily at a fixed price to an agent. To do so I think 
would require some clarifying legislation. However, if the Depart- 
ment of Defense wanted that agent to act as its disposal agent to sell 
at a public sale that which was necessary to be sold, I think that it 
could do that under the present law and under the present regula- 
tions. 

Mr. Hotirretp. Under the present law, it is offering this material, 
this excess of material, on the open market at a bid basis. A lot of 
this material is being offered at the present time by the Department of 
Defense. 

Mr. Larson. You and I know, or you know better than I, that is 
not always the best type of merchandising. 

Mr. Houirrevp. That is right. I am not sure whether they have the 
authority under the present law to go into a type of disposal such 
as is envisaged in this plan. I would have to have some legal advice 
on that myself. 

Mr. Larson. Well, if it isa fixed price disposal, I think that it would 
be necessary to have clarifying legislation. That is my opinion. 

Mr. Houtrtevp. If it is on a consignment basis such as was worked 
out in the War Assets Administration, in which aircraft agents in 
effect took material on consignment and sold it with a percentage 
allowance for overhead and profit, we know that was legal under 
the War Assets Administration. Whether it is legal now with the 
Department of Defense, Navy, or Air Force, I am not sure. 

Mr. Larson. If that disposal were on the basis of a public sale, com- 
petitive bid, with the consignee acting as an agent of the particular 
department that was employing him, or contracting with him as such, 
1 think that it might be within the law. 

Mr. Hoxiriecp. You mean if the consignee offered it to the public 
on a bid basis? 

Mr. Larson. That is right. 

Mr. Hotirievp. But that, of course, would be impractical in this 
plan. The consignee in this plan would be offering it to these aircraft 
manufacturers to redistribute the material and get it back into the 
defense. 

Mr. Larson. Well, if these aircraft manufacturers have contracts 
with the Department of Defense perhaps that can be worked out by 
an amendment to their contracts. 

Mr. Hottrreitp. This subcommittee is not interested in making a 
recommendation as to how this thing should be done, but it is inter- 
ested in certain principles. I believe I speak the will of the whole 
committee, as well as the subcommittee, when I say that if there is to 
be an appreciable excess and surplus-disposal program as a result of 
these tremendous contracts which have been let for the producing of 
defense goods, we want to be assured by the GSA and by the Military 
Establishment that they are on top of the program before it hits 
them and that they are thinking ahead and that they are working out 
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plans and methods and procedures which, if possible, will avoid the 
mistakes which were made in the programs after World War I and 
World War II, and that it will be done on a businesslike basis with- 
out the building up of a tremendous Government bureau of ple 
who are not familiar with the items to be merchandised and who are 
possibly on a civil-service basis and have never had the type of ex- 
perience necessary to do the job. 

That is the assurance which this committee really is wanting and 
looking for. We are looking for it in advance of what we think will 
happen, because we look forward to a time when either through de- 
mobilization of our present high level defense effort or through the 
generation of obsolescent materials due to technological advances 
there will be a tremendous amount of this material become either ex- 
cess to the Defense Department’s needs or surplus to the Govern- 
ment’s needs. 

Mr. Larson. Well, I could not agree with you more, Mr. Chairman. 
That is exactly my feeling. 

To carry that a step further, in the light of what knowledge I 
have as a result of my position, as to what the situation is, I would 
say that we do not presently forsee, for the next couple of years, a 
volume large enough to justify any kind of a central operation. As 
a matter of fact, I personally feel that we can avoid a central opera- 
tion under any circumstances except an identical repetition of the 
disastrous rapid demobilization which took place following the close 
of World War II. 

I may be foolish, but I feel that within the generations which are 
now alive, who lived through that, they are not going to permit that 
to happen again. 

If the force were maintained proportionately in the Military Estab- 
lishment, I think that the establishments which have the property 
should proceed in an orderly way to bring about its redistribution, its 
utilization, and finally its disposal. I think we can keep the disposal 
problem to a minimum by keeping the emphasis on utilization. 

The reason that the military had to declare billions of dollars of 
items after World War II was because they had no means of looking 
after it, and no means of even preventing its being pilfered and 
carried away. 

Mr. Howirretp. That is true. The level of demobilization went 
so low that. they could not utilize a lot of this material. If, as you 
say, we maintain a high level of mobilization, of around 4 million 
men, it is true that a great deal of this material is going to be utilized 
by those 4 million men in the Defense Department. It will be uti- 
lized in war, now, possibly. 

There is, I think, a new piston engine type of plane, and all the 
aircraft component parts which go along with it, which is in a high 
degree of obsolescence now as a result of the jet engine development, 
which we have had people tell us—whether it is mght or not I ean- 
not pass judgment on—is in large supply. They tell us there are 
large 4 he of aircraft engines and parts which are more or less set 
aside and are not being utilized at the present time. I am not saying 
that is true; for I do not know. But if that be true, then it points 
to a lack of diligence in declaring excess on the part of the Defense 
Establishment. Of course, you have already testified that they have 
objected to your finding out if that be true. 
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Mr. Larson. Well, I hasten to repeat that our approach is a con- 
structive approach to assist the Congress and to assist the agencies. 

Mr. Houirietp. I am sure it is. 

Mr. Larson. And not to take on any of the operational functions or 
responsibilities of the agencies. 

I think maybe the rate at which these things are going, insofar as 
we can determine with a very limited staff, is indicative of the prob- 
lem. I think at the rate we are now going in the military, in the 
generation of property excess to its needs, that it will hit maybe 
$40 million. 

Mr. Houtrtev. Is that an annual figure / 

Mr. Larson. That will be by the end of this month, when every- 
thing has been tabulated. It is estimated that in this last quarter 
it will hit about $340 million in the military, which is over 90 percent 
of the whole Government job. 

As I said, probably $75 or $80 million of that could be classified as 
common-use items which are declared to GSA for screening outside 
of the Department of Defense. 

But anticipating that this screening process alone is an extremely 
expensive process administratively, requiring people and time and 
paper work, and so forth, our regulation 3 provides for large cate- 
gories of technical items and scrap and salvage items which it would 
be utterly useless and senseless to go to the expense of screening fur- 
ther than they have been screened within the Department of Defense. 

A very large volume falls within that category this year ; $260 mil- 
lion, anyway. That includes aircraft component parts. 

Now, what portion of that the aircraft component parts is I do not 
know. I would guess it would probably be the biggest item. I would 
say aircraft component parts and electronics items would be the biggest 
item outside of the scrap and salvage categories. Maybe it would in- 
clude the scrap and salvage category, too. I do not know. But that 
is the field of which you have spoken, where rapid obsolescence cre- 
ates a problem, which is an exception to the rule. The exception may 
become very large, problemwise, to the particular department, but I 
still think it is an operational problem, because if it is not usable to 
the Department of Defense it certainly is of no use anywhere else in 
the Government. The expense of screening it would probably ex- 
ceed whatever the benefit would be to the Government. 

There is perhaps some value insofar as the private aircraft industry 
is concerned. ‘I think electronics would probably be of no value at 
all. As you know, we had to give away millions of dollars of elec- 
tronics equipment to educational institutions, and so forth, to free 
our warehouses and get out from under the expense there, in liquidat- 
ing the old War Assets operation. 

But these aircraft and component parts do bring themselves down 
to a technical area which can be well defined ; and admittedly to which 
private technicians, or technicians from private industry can make a 
contribution. I am not saying that we recommend the plan. We 
have not.had an opportunity to study it. But we certainly intend to 
study it. 

Mr. Houirreitp. We hope that you will make a study of the plan to 
the extent that your own department is concerned in its responsibility. 
We hope that you will coordinate your efforts with the people in the 
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Defense Department to work out the best solution which is possible 
for the Government. Let us put it that way. 

Mr. Larson. I appreciate that, Mr. Holifield. In connection with 
thinking ahead and planning, I think we have in GSA a small group of 
people in which I modestly include myself who have had more ex- 
perience in this surplus problem, from the disposal standpoint, than 
anyone else in the Government or anyone in industry. That does not 
mean that we cannot take advice and will not seek it and are not seek- 
ing it; but we have in our regular staff functions and in our regular 
operations, in projecting our plans, all the time been riding herd par- 
ticularly on the Defense Department, as to what levels these excess in- 
ventories are going to reach, because that is the guiding point there. 

I repeat: I feel that this can be so accomplished that we will not have 
to have any central disposal agency at all. The exceptions might fall 
only in these fields of technical equipment, where there is limited 
utilizaiton by private industry, where the merchandising problem 
then becomes unusually complex. 

Mr. Houirtetp. Where the technical knowledge of the article to be 
merchandized or distributed is very important. 

Mr. Larson. That is right. 

Mr. Houirtetp. And is not possessed by the ordinary merchant 
or the ordinary Government employee. 

Mr. Larson. Certainly the Government should think a long time 
before it tries to set up a temporary organization of such technicians 
if there are other means wre. 

Mr. Houtrtecp. Are there any questions, Mr. Chairman ? 

Mr. Dawson. Then you conceive it to be not only the responsibility 
but the duty of the Department of Defense to see that the Govern- 
ment obtains the greatest possible use of Government-owned com- 
ponent parts? It is their duty to try to redistribute or do anything 
necessary to get the greatest utilization of Government-owned com- 
ponent parts among those contracting with the Government ? 

Mr. Larson. That is correct, Mr. Dawson. That is my feeling. 

Mr. Dawson. And that in the carrying out of that duty the GSA 
has no authority under the law? GSA has authority only when it 
becomes within the declared excess or surplus by the Department of 
Defense; is that right ? 

Mr. Larson. That is correct. We have no authority other than to 
prescribe broad utilization policies and survey property management 
practices. 

Mr. Dawson. But that supervisory authority cannot inject itself 
into the operational activity of the Department ? 

Mr. Larson. My interpretation of the law is that it cannot and 
should not. 

Mr. Dawson. That is all. 

Mr. Howtrrevp. Thank you, Mr. Larson, for your testimony. We 
appreciate your giving the time which you have given to this 
subcommittee. 

Mr. Larson. It is always a pleasure to come to this subcommittee. I 
assure you of that. 

Mr. Houtrtevp. I believe the next witness who has asked to testify 
is Mr. Tolino, of the Munitions Board, the material conservation and 
disposal officer, a supply specialist. 

Mr. Tolino, we have about 15 minutes, I think, before we have to 
go to the floor. Will you proceed ? 
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STATEMENT OF VINCENT C. TOLINO, SUPPLY SPECIALIST, CON- 
SERVATION AND DISPOSAL OFFICER, MUNITIONS BOARD 


Mr. Totino. Mr. Chairman, I would like to save time here and read 
from a statement I have made. Then if there are any questions, I 
would be very happy to answer them. 

Mr. Hotirietp. You may proceed, Mr. Tolino. 

Mr. To.rno. I would like to read this statement. 

The Department of Defense agency assigned the mission of screen- 
ing military department generated excesses is known as the Surplus 
Materials Division, which is under the administration and operation 
of the Bureau of Supplies and Accounts, Department of the Navy. 
This agency has the responsibility of circulating lists of matériel 
reported excess by one military department to the other two military 
departments to assure that complete utilization of all property by the 
military departments is made possible before the material is referred 
to the GSA for further screening by other Government agencies. 

The Navy representative in charge of this operation testified on 
June 23 before this subcommittee that duri ing the calendar year 1951 
the Surplus Materials Division screened and disposed of more than 
$120,000,000 worth of military generated excess property, including 
Government-owned contractor inventory. Furthermore, it was stated 
that during the first 3 months of this year the Surplus Materials 
Division disposed of more than $30,000,000 worth of all types of 
property. 

This disposition was accomplished by various means; namely 
through utilization by other military departments, through FSS, 
through sales or by withdrawals by the reporting agency. 

Thus, the Department of Defense has in operation a screening 
agency which concerns itself with the possible utilization of all types 
of matériel, including Government-owned contractor inventory. This 
operation has been in effect since the latter part of 1950, and there 
has been no indication that the agency is unable to properly handle 
Government-owned contractor inventory, or is too limited in its ap- 
plication to effect proper utilization. 

The fact that the Department of the Air Force has formulated a 
new plan, known as the Air Force plan, for the distribution, utiliza- 
tion, and disposal of Government-owned contractor inventory was 
made known to this subcommittee by General Metzger in his testimony 
on June 23,1952. This plan will be submitted to the Munitions Board 
to determine its merits and the impact of such a plan on all three 
military departments, the GSA, and cther interested Government 
agencies. The Munitions Board and its staff will be able to comment 
more intelligently to you at a later date, after they have had the op- 
portunity to study the plan. 

That is the extent of my statement, Mr. Chairman. 

Mr. Howtrretp, Thank you, Mr. Tolino. We would like to request 
at this time that after a study of this subject has been made by the 
Munitions Board that we receive a report from the Munitions Board 
on their attitude as to this subject. 

Mr. Totino. We will do that, Mr. Chairman. 
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Mr. Houirtetp. We would like to incorporate that as a part of our 
files. It will be impossible, of course, due to the lack of time, to put 
it in the hearings. 

We are also going to make the same request by letter of the other 
departments involved, with other questions pertaining to this matter 
which we deem to be pertinent. 

Mr. Torino. You understand, Mr. Chairman, I am sure, that if 
such a study is made by the Munitions Board staff—and it will be 
made—it will go into all the details of the plan, both its merits and 
its faults, and it will be then coordinated with the thinking of the 
three departments and the General Services Administration. That 
is the plan we hope to get to you at such time as the Munitions Board 
is given the opportunity to study it. 

Mr. Houirretp. The subcommittee is aware of your responsibility in 
this matter. The subcommittee agrees with you that it is a matter 
which concerns the Munitions Board. That is why you were invited 
to testify. 

Are there any questions, Mr. Chairman ¢ 

Mr. Dawson. No questions. 

Mr. Houtrrevp. Unless there are witnesses who have not been rec- 
ognized by the Chair who are present and wish to testify at this time, 
the Chair will declare the hearings closed on this topic for the present. 

If there are witnesses who have testified who wish to correct their 
testimony or add to their testimony in writing we will be glad to re- 
ceive any type of communication or presentation from any of the 
witnesses. If that matter isa matter which is pertinent to the hearing, 
we should receive it by the end of this week, because the hearings will 


yrobably go to print next week. We want to get this accomplished 
aan Congress adjourns, which some of us hope will be soon. 
Thank you very much. The meeting is adjourned. 
(Thereupon, at 11:50 a. m., Wednesday, June 25, 1952, the hearings 
were concluded. ) 
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House OF REPRESENTATIVES, 
EXECUTIVE AND LEGISLATIVE REORGANIZATION SUBCOMMITTEE, 
OF THE COMMITTEE ON EXPENDITURES IN THE EXECUTIVE DEPARTMENTS, 
Washington, D. C., February 22, 1952. 
Mr. Jess LARSON, 
Administrator, General Services Administration, 
Washington 25, D. C. 

Dear Mr. Larson: The problem of disposal of surplus property was placed 
in the hands of the General Services Administration with power to delegate to 
other agencies of the Government. The basic legislation authorizing this pro- 
gram was written by my subcommittee, the Executive and Legislative Reorgani- 
zation Subcommittee of the Committee on Expenditures in the Executive De- 
partments and became Public Law 152 of the Eighty-first Congress. 

My subcommittee has a continuing interest in the methods and procedures 
adopted by the General Services Administration and other Government agen- 
cies to effectuate the provisions of this law. It would be of interest to our sub- 
committee to know whether any plans are now being contemplated by your 
agency for the conservation, redistribution, or recovery of the surplus or excess 
supplies of materials being generated through defense contracts. 

I would appreciate an early reply to this inquiry. 

Sincerely yours, 
Cuet Ho.irrevp, M. C., Chairman. 


Nore.—Identical letters of same date sent to John D. Small, Chairman, Muni- 
tions Board; Charles E. Wilson, Director, Office of Defense Mobilization; 
Thomas K, Finletter, Secretary, Department of the Air Force. 


GENERAL SERVICES ADMINISTRATION, 
Washington 25, D. C., March 5, 1952. 
Hon. CHET HOLIFIELD, 
House of Representatives, 
Washington, D. C. 

Dear Mr. Howirrerp: This acknowledges your letter of February 22, 1952, 
regarding plans for the conservation, redistribution, or recovery of surplus and 
excess property being generated through defense contracts. I understand that 
Mr. Russell Forbes, Deputy Administrator, also discussed your letter with Mr. 
Herbert Roback, of your staff. 

I and members of my staff have for some time been considering questions such 
as you raise in your letter and which were amplified by Mr. Roback. The prin- 
cipal future potential source of excess and surplus property resulting from the 
present defense effort obviously will be the three military services. What that 
volume will be is an important factor in any consideration of this subject. 
Accordingly, early in February I wrote to the Secretary of Defense, asking for 
his estimates of excess property that may be generated in fiscal years 1953, 1954, 
and 1955. That letter has recently been acknowledged, stating that the estimates 
for 1954 and 1955 particularly would be difficult to make, but that the matter was 
being studied and that we would receive further information as soon as possible. 

While there is a general belief that the volume of excess property will increase 
as new production for the defense effort accelerates, it is my opinion that this 
increase in excess is going to be in an entirely different pattern than after World 
War II. Then we had huge inventories of both new and used property of all 
kinds suddenly declared surplus, clogging plants and other installations. Further- 
more, during that period there were serious shortages of all kinds, and many 
urgent problems pertaining to reconversion to peacetime activities. Under the 
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presently foreseeable conditions I believe it is a reasonable assumption that, 
even though the volume of excess generated will doubtless increase, the accumula- 
tion will not approach the volume of property War Assets Administration had to 
dispose of, and that the release of this property as excess will be spread out more 
gradually. Furthermore, I believe the property will consist in larger proportion 
of military-type items, used or obsolete, with a much smaller proportion of 
“common use” items that could be used generally by other agencies of the 
Government. 

The approach and the regulations issued by this Administration have been 
designed to emphasize and encourage maximum utilization and better property 
management practices within each agency as the prime starting point. The 
question that you raise, pertaining to conservation and redistribution, bears di- 
rectly on this point. In view of the conditions and assumptions outlined above, 
I believe that the primary responsibility for conservation and redistribution 
is within the Department of Defense. 

The Department of Defense is the only agency that can determine its own 
future requirements or the needs of its various contractors based on its own 
strategic and logistic plans. Property does not become excess within Department 
of Defense until that agency determines that the property is no longer needed. 
That agency should not determine property excess until it has completed full 
coordinated evaluation of the needs and future plans of all of the military 
services ; and should make maximum provision for conservation and redistribu- 
tion of the property that is under its own control or that of its contractors, 

After that point, GSA will endeavor to find utilization for excess usable items 
in other agencies of the Government to the maximum extent feasible with the 
funds the Congress appropriates to this Administration. Common use items 
will be given consideration for taking inte Federal Supply Service warehouse 
stocks for subsequent redistribution, if no immediate use is found. After these 
efforts have been exhausted, I believe the residue should be released back to 
the owning agencies for disposal as surplus under regulations which establish 
the ground rules, as at present. Under the expected conditions as outlined 
above, I believe that such disposal methods are in the best interest of the Gov- 
ernment. 

I know that you recognize, as I do, that there are many ramifications to this 
subject that are difficult to cover briefly in a letter. Accordingly, I would be 
glad to meet with you and discuss these matters more fully, if you desire to do so. 

Sincerely yours, 
Jess LArson, Administrator. 


MUNITIONS Boarp, 
Washington 25, D. C., March 13, 1952. 
Hon. CuHer HO.irre.p, 
Chairman, Committee on Expenditures in the Brecutive Departments, 
House of Representatives. 

DEAR Mr. HO.irire_p: This is in reply to your letter of February 22, 1952, request- 
ing information relative to Department of Defense plans for the conservation, 
redistribution, or recovery of surplus supplies or materials being generated 
through defense contracts. 

Your letter may involve several types of property problems: (a) utilization 
of military property, (0) utilization of contractor-owned property not consumed 
during manufacture, (c) utilization of contractor-owned property rendered sur- 
plus by reason of specification changes, (d) general management of Government- 
furnished property in the hands of contractors, (¢€) disposal of inventories in 
the event of contract termination. 

With respect to the utilization of military property, the Department of Defense 
and the military departments are bound by the General Services Administration 
Personal Property Management Regulation No. 3, Revised, dated October 9, 
1950, as amended. Our activities in this field are in accord with the provisions of 
this regulation. 

The management of contractor-acquired property is basically the management 
responsibility of the contractor and the Department of Defense does not ordinarily 
intervene in this management. Notwithstanding this fact, several proposals 
are under consideration which are designed to assist the contractor in the re- 
distribution and full utilization of his surplus property. 

The utilization of contractor-owned property rendered surplus by reason of 
specification changes is handled in the manner indicated in section VIII, Termina- 
tion of Contracts, Armed Services Procurement Regulation, hereafter cited. 
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Management of Government-furnished property in the hands of contractors is 
accomplished under the provisions of section XIII, Government Property, Armed 
Services Procurement Regulation, and particularly appendix B of the Armed 
Services Procurement Regulation, Manual for Control of Government Property 
in the Possession of Contractors. Copies of these documents are attached. 

Disposal of termination inventories is handled in accordance with section 
VIII, Termination of Contracts, Armed Services Procurement Regulation. A 
copy of this document is provided for your ready reference. 

It is believed that the foregoing information and the attached documents set 
forth the policies and our plans relative to the subject in question. If we can 
be of further assistance, please do not hesitate to call upon us, 

Sincerely yours, 
M. L, RIne, 
Rear Admiral, SC, USN, 
Acting Vice Chairman for Supply Management. 





EXECUTIVE OFFICE OF THE PRESIDENT, 
OFFICE OF DEFENSE MOBILIZATION, 
Washington, D. C., February 27, 1952. 
Hon, CHET HOLIFTELD, 
House of Representatives, Washington, D. C. 

DeAR Mk. HOLIFIELD: Thank you for your letter of February 22 to Mr. Wilson 
with respect to the problem of disposal of surplus property. As you know, this 
matter is closely allied to the problems of contract termination, both of which 
are a part of the procurement activity. These matters are being organized for 
full consideration by the Procurement Policy Board in order that uniform policies 
may be developed for all Federal agencies. 

As soon as some specific information is available, we shall appreciate an 
opportunity to discuss it in detail with you and your subcommittee. 

Sincerely yours, 
A. E. Howse, 
Assistant to the Director. 





DEPARTMENT OF THE AIR FORCE, 
OFFICE OF THE SECRETARY, 
Washington, March 20, 1952. 
Hon, CHET HOLIFIELD, 
Chairman, Executive and Legislative Reorganization Subcommittee, 
Committee on Expenditures in the Brecutive Departments, 
House of Representatives. 

Dear Mr. CHAIRMAN: I refer to your recent expression of interest pertaining 
to the conservation, redistribution, or recovery of surplus property. 

Pursuant to authority contained in Public Law 152, the General Services 
Administrator issued Personal Property Management Regulation No. 3, revised 
October 9, 1950, subject: Utilization of Excess Personal Property and Disposal 
of Surplus Personal Property. Section 18 of that regulation delegated authority 
to the Department of Defense to dispose of contractor inventory under such 
order and directives as the Department may prescribe. The regulation further 
provides that, prior to disposition by the Departments, certain types of property, 
such as typewriters, office turniture, motor vehicles, Federal Supply Service 
stock-catalog items, construction equipment (except hand tools), property for 
which other contracting or Federal agencies had a requirement, reserve ma- 
terials, intangible personal property, strategic and critical materials, and such 
other types of property as might be designated by the General Services Adminis- 
tration, would be fully screened among the Federal agencies for possible use. 
The regulation also authorizes the Department of Defense to dispose of surplus 
contractor inventory through retentions by subcontractors, and such other meth- 
ods as prescribed by Department of Defense orders and directives. In addition, the 
regulation established certain safeguards and limitations pertaining to sales 
and provided that the proceeds thereof may be credited to the applicable con- 
tracts. 

On March 14, 1951, the Secretary of Defense issued the Department of Defense 
policy on conservation, utilization, and disposal of matériel. This policy re- 
quires that matériel determined to be surplus will be disposed of in accordance 
with the applicable General Services Administration regulations, Office of Price 
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Stabilization ceiling-price regulations, National Production Authority orders 
and regulations, and other pertinent laws and Department regulations. 

Section VIII, part 6, of the Armed Services Procurement Regulation estab- 
lished uniform general policies and procedures for the disposition of excess 
contractor inventory by the armed services. Briefly, the Armed Services Pro- 
curement Regulation provides that serviceable and usable materials, and strate- 
gic and critical materials, will be screened for requirements by each of the serv- 
ices and further screened, if not required by the particular service, with the 
other two military Departments and the General Services Administration. If 
the property is surplus, then under the Armed Services Procurement Regula- 
tion it is disposed of by competitive-bid procedure or, in unusual and exceptional 
eases, by negotiation. — 

It is the practice of the Air Force to retain all property that can be used and 
dispose of only that property for which no use within the Government can be 
found. As an example, screening of excess property during January and Febru- 
ary 1952 valued at $4,354,991.84 was redistributed within the Air Force, and 
property valued at $892,471.30 was redistributed among the other services, All 
inventories of reportable items excess to a contract are screened for redistribu- 
tion with the Air Force. When screening within the Air Foree has been com- 
pleted, the remaining items undergo further screening. Aircraft, aircraft parts 
and components are forwarded to the Naval Aviation Supply Office, Philadelphia, 
Pa. Other reportable property is submitted to the Department of Defense cen- 
tral screening agency. ‘This agency is the Surplus Materials Division, Bureau of 
Supplies and Accounts, Department of the Navy, Washington, D. C. 

Only after complete screening of reportable items has been made, and it has 
been determined that the material is surplus to the Government will it be sold 
by competitive bid to the highest bidder or, in exceptional cases, by negotiation. 

I am happy to obtain this information for you. 

Sincerely yours, 
Rosert E. L. EAtTon, 
Brigadier General, United States Air Force, 
Director, Legislation and Liaison, 


FEDERAL CiytIn DEFENSE ADMINISTRATION, 
OFFICE OF THE DEPUTY ADMINISTRATOR, 
Washington, D. C., June 4, 1952. 
Hon. CHeEer HOvIFIerp, 
Chairman, Executive and Legislative Reorganization Subcommittee. 
Committee on Expenditures in the Executive Departments, 
House of Representatives. 

Dear Mr. CHAIRMAN: I have read with a great deal of interest your remarks 
in the House on May 13, 1952, concerning the need for a comprehensive review 
by your subcommittee of the laws relating to the disposition of surplus property 
of the Government. 

In the event your subcommittee determines to undertake such a review, I 
would like to suggest that it consider the feasibility of utilizing excess or sur- 
plus Government property on a nonreimbursable basis for Federal and State 
civil-defense purposes. In this connection you will recall that section 203 (j) 
of the Federal Property and Administrative Services Act of 1949, as amended, 
presently authorizes the Administrator of General Services to donate to tax- 
supported and nonprofit institutions surplus personal property determined by 
the Federal Security Administrator to be usable and necessary for educational 
purposes or for public-health purposes, including research, 

A number of persons take the position that a considerable quantity of surplus 
personal property is held in Federal depots which could be put to good use by 
the State civil-defense organizations if it were made available to them on a 
basis similar to that presently in effect for schools and nonprofit institutions. 
This is said to be true, particularly with respect to surplus generated by the 
Armed Forces. On the other hand, there are those who take an opposite view. 

Due to the press of other matters and the almost complete absence of readily 

,available over-all information concerning Government surplus property, we 
have not been able to resolve these conflicting views. Accordingly, it would be 
greatly appreciated if your subcommittee would inquire into this matter at its 
earliest convenience. 


Sincerely, 
J. J. Wapsworrh. 





CRITICAL MATERIALS AND AIRCRAFT PARTS 129 


CLARY MULTIPLIER CorP., 
Los Angeles, Calif., April 14, 1952. 
Hon. CHer HOLIFIELD, 
Member of Congress, Washington, D. C. 

DEAR CONGRESSMAN HOLIFIELD: We believe attention should be called to your 
committee to the fact that substantial quantities of aircraft materials are now 
being accumulated as excess, or long supply, among the various airframe man- 
ufacturers and their subcontractors. These excesses are materials for which the 
Government is liable. 

Unless steps are taken to rectify this condition, soon as possible, these excesses 
brought about by engineering changes, terminations, and the flattening out of 
aireraft production will ultimately result in the dumping of these materials as 
surplus, and possibly create undesirable conditions as were brought about after 
World War II. 

We feel that a method of redistribution should be established immediately 
which will result in the saving of manpower, the saving of critical materials, 
will alleviate the necessity of expanding production facilities, will assist in al- 
leviating shortages in the aircraft industry, and generally result in tremendous 
savings to the Government. 

Such a program has been proposed by the Aircraft Production Resources 
Agency, Wright Field, Dayton, Ohio, and has been endorsed by the Air Force and 
the Aircraft Industries Association of America. 

Opposition has been encountered from the Bureau of Aeronautics, and for this 
reason we feel that your congressional committee should investigate the need 
and feasibility of such a program and recommend the proper steps to be followed 
which would have the approval of Congress and be beyond criticism from the 
people of America. 

Concurring with the Aircraft Production Resources Agency proposal, we 
recommend that qualified, established aircraft-parts distributors be invited 
to participate in such a program, as such groups are best qualified to achieve 
the aims set forth in the APRA program with the greatest return to Govern- 
ment. Further, such a group would generally be in a position to rehabilitate 
or modify aircraft parts and components which, if not handled properly, would 
ultimately be scrapped at no return to the Government. Our company and 
other companies whom we consider to be thoroughly qualified to participate in 
such a program are now engaged in the business of distribution and rehabilita- 
tion or modification of aircraft parts. 

By adopting such a program, experience would be gained, and evaluation 
could be made as to its merits, which could resolve itself into a pattern for the 
redistribution of other excesses or surpluses as they may be generated by the 
various branches of the Government. 

We are prepared to appear before your committee at any time you may so 
desire to explain the workings of such a program, as our experience and the 
experience of other qualified distributors was utilized from 1943 until the end 
of World War II. 

We respectfully request expeditious action, as we weel that this is the 
proper time to reestablish the proposed program. 

Very truly yours, 
CLARY MULTIPLIER CoRrP., 
AIRCRAFT HARDWARE DIVISION, 
Louis TaNsEy, General Manager. 


P. S.—We are enclosing a copy of the APRA proposal and memorandum of 
understanding for your information. [Held in subcommittee files.] 


CLARY MULTIPLIER CorP., 
Los Angeles, Calif., June 9, 1952. 
Mr. Cuet HOLIFIELD, 
Member of Congress, Washington, D. C. 

Dear CHET: We are enclosing letters received from Aircraft Production Re- 
sources Agency which in general bear out our statements of excesses being in 
existence, 

Very truly yours, 
CLARY MULTIPLIER CorP., 
AIRCRAFT HARDWARE DIVISION, 
Louis TANSEY, 
General Manager. 
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AIRCRAFT PRODUCTION RESOURCES AGENCY, 
WRIGHT-PATTERSON AIR ForcE BASE, 
Dayton, Ohio, June 6, 1952. 


Subject : Idle and excess inventory reports. 
To: Clary Multiplier Corp., Aircraft Hardware Division, Los Angeles 11, Calif. 


1. For the past few months Aircraft Production Resources Agency has been 
receiving idle and excess inventory reports from prime and subprime contractors 
in the aircraft industry for the purpose of relieving critical shortages and assisting 
contractors in disposing of unnecessary inventories. Idle and excess matériel 
refers to that matériel which is idle and excess to the needs of one plant but 
presumably required and usable in another. It is differentiated from surplus 
matériel in that surplus is regarded as having no further value to the general 
aircraft industry. 

2. The purpose of this letter is to remind all contractors that the next quarterly 
report is about due and to request complete listings of your excesses as of July 1, 
1952, be forwarded to this office, attention: MCLAPRD, not later than July 10, 
1952. Upon receipt of these lists, Aircraft Production Resources Agency will 
assemble the information therein and circulate these lists throughout industry 
to facilitate redistribution of matériel among manufacturers. 

In this connection, Aircraft Production Resources Agency will not be respon- 
sible for the accuracy of these reports nor will Aircraft Production Resources 
Agency be involved with any sales. Its sole intent is to apprise industry of the 
existence of excesses and to assist in relieving shortages. 

3. Your attention is invited to APRA letter dated February 11, 1952, outlining 
minimum quantities to be reported when using APRA Forms 38 and 4. 

ATRCRAFT PropucTION Resources AGENCY, 
Oscar R. Zipr, 
Colonel, United States Air Force. 


AIRCRAFT PropucTION Resources AGENCY, 
WrIGHT-PATTERSON Arr Force Base, 
Dayton, Ohio, June 3, 19852. 
CLARY MULTIPLIER CorRP., AIRCRAFT HARDWARE DIVISION, 
Los Angeles 11, Calif. 

GENTLEMEN: The attached supplemental lists of idle and excess inventory 
reports, representing available inventories, are forwarded for your information 
and use. These lists do not supersede the lists forwarded during May 1952, but 
are supplements thereto. 

APRA strongly suggests that these lists be screened for normal procurement 
requirements as well as for critical items. When items are found that can be 
used, it is the responsibility of the individual contractor to contact the owning 
contractor and negotiate directly for the purchase. Aircraft Prodution Resoures 
Agency will not be involved in any sales nor responsible for the accuracy of the 
inventories reported. ; 

It is intended, by circularizing these lists, to assist the aircraft industry in 
relieving shortages and to increase production output. Any questions or sug- 
gestions may be referred to this agency. 

ATRCRAFT PropucTION Resources AGENCY, 
Oscar R. Zrpr, Colonel, United States Air Force. 


THe LAMSon & Sessions Co., 
Cleveland, Ohio, April 24, 1952. 
Hon. CHetr HOLIirtie.p, 
Member of Congress, Washington, D. C. 

DEAR CONGRESSMAN HOLIFIELD; It is with a great deal of pleasure that I have 
learned that you are taking hold of this matter of redistribution of aircraft 
idle and excess inventories. It is entirely possible that you are also thinking of 
the redistribution of idle and excess inventories in other fields but this aircraft 
situation is probably the one where it is most important to set something up 
immediately. 

Aircraft products by and large are not readily redistributed to other than the 
aviation field. They are much higher priced in the first place than similar 
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products in the nonaviation field and are not readily adapted to nonaviation use. 
Take for example what are known as AN hex-head bolts. To the average lay- 
man they look very much like a commercial cap screw, but if you were to offer 
General Motors or Ford 10,000,000 or 15,000,000 AN hex-head bolts in place of 
cap screws, they wouldn't take them if you gave them to them free of charge 
and delivered them to their door at no cost. 

During World War II after several cut and try attempts we finally came up 
with what was known as a Metals Reserve-Murray Cook program. This was 
working excellently until it was taken over by the War Assets Administration. 
It was working well in spite of the fact that it was instituted under the most 
difficult conditions, namely, huge inventories bursting warehouses at the seams. 

In essence, the Metals Reserve-Murray Cook program is as follows: 

Material which becomes the property of the Government either because it is 
material from a cost-plus-fixed-fee contract or from a fixed-price contract but 

becomes Government property through contract terminations, engineering 
changes, etc., etc., channels its way into this program. The material is shipped 
to very carefully selected agents who can give documentary proof of having 
been successfully engaged in the distribution of identical products over a period 
of years. The material remains Government property in the custody of the 
carefully selected agents until sold, 

The agents receive the material, unpack it, inspect it, properly warehouse it, 
advertise and sell it. When the agents sell the material, and not until then, 
they receive a service fee for such service. This redistribution through normal 
experienced channels of trade is undoubtedly the most effective and most eco- 
nomical method that could be devised. I must emphasize, however, that the 
proper, intelligent selection of agents is all important. 

Lt. Gen. E. W. Rawlings administered that program during World War II 
and is now commanding general of Wright Patterson Air Force Base. The 
general, I feel, is in accord with the reestablishment of that program and the 
Air Forces have signed a proposal for a reestablishment of the program. 

I don’t want to give you the impression, however, that this was done without 
any struggle whatsoever. Each one of the services has its group of officers and 
civilians known as the disposal group and they, for some reason or other, are 
always vehemently opposed to any disposal program other than the one they 
administer. However, their program consists largely of stuffing reported sur- 
pluses down the throats of their own Supply Division depots and, while I can’t 
prove it, I think a quick check would indicate that the depots are already heavily 
overstocked, and possibly overstocked with material which is intended for repairs 
and maintenance to airplanes not yet built and probably not yet built because 
of the lack of some of these very materials required to build them. 

The Bureau of Aeronautics of the Navy have gone on record as being opposed 
to the reestablishment of the Metals Reserve—Murray Cook program. I take 
part of the blame for that because of a poor presentation to the Navy. With 
the Air Force, we got approval at the very top and then went ahead and did a 
selling job down the line. With the Navy we started at the bottom, got turned 
down and the “bottom” sold the “top” on the idea of the program being unde- 
sirable. A quick check into the correspondence on the subject will indicate 
that with the Navy as with the Air Force the objection comes from those people 
on the operating level involved with their own little disposal programs, ail of 
which in their various variations proved wholly inadequate in World War II and 
are proving wholly inadequate now. 

Somebody just has to have enough guts to get the various organizations in- 
volved together and tell them the facts of life before it is too late and I think 
you’re just the man that can do it. If I can be of any assistance whatsoever, 
do not hesitate to call upon me. 

Yours very truly, 
A. E. R. PETERKA. 


DuMONT AVIATION ASSOCIATES, 
E Long Beach, Calif., May 7, 1982. 
Hon. CHET HOLIFIELD, 
Member of Congress, Washington, D. C. 

Dear CONGRESSMAN Howirietp: During my recent visit to Wright Field, 
Dayton, Ohio, I had the opportunity to meet with various representatives of the 
Aircraft Production Resources Agency and to discuss with them what considera- 
tion had been given to any plans for the redistribution of the excess aircraft 
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materials, which were being generated through engineering changes, production 
cut-backs, and cancellations in the aircraft production program. 

I was advised that a plan had been developed by the Agency, which had the 
approval of the Air Force and the Aircraft Industries Association of America, 
but opposition had been encountered from the Bureau of Aeronautics, and 
further, that this plan was being forwarded to your committee for considera- 
tioh, in accordance with your request of February 22, 1952. 

It is our opinion that the plan, as outlined by the Aircraft Production Resources 
Agency, is in the best interests of the United States Government, the armed 
services, and the aircraft industry. By the establishment of qualified agents 
presently engaged in servicing the industry and the armed services, the Govern- 
ment will be assured of the highest recovery of cost through the use of this 
currently existing efficient channel of distribution. Further, through the redis- 
tribution of excess materials, it is certain that considerable savings may be 
effected by the Government in the way of conservation of critical materials, 
reduction in expansion of productive facilities, and in certain cases, alleviating 
shortages which exist on a company basis, rather than an industry basis. 

We feel that your committee will concur in the adoption of an agency program, 
when additional consideration is given to the manner in which surplus materials 
were disposed of during and after World War II.. Of all the various methods 
of disposal which were adopted, we are certain that the operations of the War 
Assets agents returned the highest recovery of cost and permitted the greatest 
degree of control by the United States Government. 

In the event our appearance before your committee could be of any help and 
assistance, Wwe would be only too willing to do so. 

Very truly yours, 
DuMont AVIATION ASSOCIATES, 
N. R. DuMON?T, Partner. 


ee 


Lone Beacu, Catir., June 28, 1952. 
CuetT HO.IFIELD, 
Chairman, Executive and Legislative Reorganization Subcommittee, 
House of Congress Building, Washington, D. C. 

DEAR CONGRESSMAN HOLIFIELD: Due to unavoidable circumstances I shall be 
unable to appear before your committee’s hearings on the redistribution of air- 
craft material. However, we would like to take this opportunity to voice our 
support of the agency plan as proposed by the Aircraft Production Resources 
Agency, As indicated in our letter of May 7, 1952, we feel that by the establish- 
ment of qualified agents who are presently engaged in servicing the aircraft 
industry and the armed services, that the Government will be assured of the 
highest recovery of cost and the greatest degree of control, and that savings may 
be affected such as conservation of critical material, reduction in expansion of 
productive facilities, and, in certain cases, alleviation of shortages which exist 
on a company basis rather than an industry basis. I sincerely regret that I was 
unable to avail myself of the opportunity to appear personally before your sub- 
committee. 

Sincerely yours, 
DUMONT AVIATION ASSOCIATES, 
FRANK J. LEVINS. 


STANDARD PROpUCcTs, INC., 
Wichita, Kans., June 20, 1952. 
Hon. CHET HOLIFTeLD, 
Member of Congress, Washington, D. C. 

DEAR CONGRESSMAN HOLIFIELD: This letter will acknowledge your telegram of 
June 18, and your invitation to attend the hearing scheduled for June 23, 24, and 
25 on the subject of redistribution of aircraft material. 

Inasmuch as I have accepted dates on another matter quite important to our 
business, and have found that I cannot on so short a notice change these plans, 
it will not be possible for me to attend this particular meeting. However, as 
I expressed to Gen. E. W. Rawlings in my letter to him of April 15, copy of 
which was attached to my letter to you of April 28, we are vitally interested 
in this program. 
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Because of our extreme interest, I have requested, by long-distance telephone 
of this date, that Mr. A. E. R. Peterka, of Lamson & Sessions, Cleveland, Ohio, 
speak in our behalf. 

Trusting it will be possible to inform me of the accomplishments of this meet- 
ing, and with kindest regards for your interest in this matter, I remain 

Very truly yours, 
STANDARD PrRopuctTs, INC., 
E. L Crane, President. 


STANDARD PropuctTs, INC., 
Wichita, Kans., April 28, 1952. 
Hon. Cet HOLIFIELD, 
Member of Congress, Washington, D. C. 

Deak CONGRESSMAN HoviFIeELD: I understand that you are interested in the 
matter of redistribution of idle and excess inventories of aircraft parts and 
components. 

Attached is a copy of my letter of April 15 to Lieutenant General Rawlings, 
Wright Field, which expresses our viewpoint in the matter, and also our 
interest from the standpoint of careful and sane handling of excess inventories. 

Any comments you may have will be appreciated. 

Very truly yours, 
STANDARD PrRopuctTs, INc., 
E. L Crarp, President. 


APRIL 15, 1952. 
Lt. Gen. BE. W. RAWLINGS, 
Commanding General, Wright-Patterson Air Force Base, 
Dayton, Ohio. 

My Dear GENERAL: I understand that you are working on plans to reestablish 
the redistribution program, and want to congratulate you for taking action 
on this matter at this time. 

The experience gained during World War II and the postwar period should 
be most helpful in creating a sound program to be instituted as quickly as 
possible, thus holding to a minimum excesses which, if not disposed of in an 
orderly manner and with dispatch, will result in out-of-balance inventories, 

As indicated by your interest in this matter, you, too, are aware of the fact 
that excesses are at this moment building up, due to cancellations, cut-backs, 
errors in purchasing, and engineering changes. 

In my opinion, based upon 10 years’ experience in the aviation-parts business 
and many more years in the distributing business, now and not after warehouses 
are bulging is the time to take action. 

There should be started, without further delay, an aggressive but sound program 
to use out-of-balance inventories as a measure toward holding defense costs 
to a minimum, and the elimination, so far as possible, of overproduction of 
various parts and components. A program of this kind needs a warm-up period 
to work out the kinks; thus, a sound reason for getting it on its way now. 

I have on my desk this morning an imposing list of airframe items entitled 
“Company-Owned Surplus Property.” No mention is made of Air Force prop- 
erty. I have taken the time to check into their plan for disposing of Government 
property and find that, after the property is screened by AMC, it is disposed of 
through the channel of bid sales. 

There are several facts to be injected at this point: First, the usual list of 
for-sale items by airframe manufacturers is often incomplete because in many in- 
stances the nomenclature is confined to company part numbers, whereas many of 
the items should be given a more general description or reduced to standard AN 
numbers. Second, the offering of Government property through bid sales should 
be the final method of disposal and not the first. Bid sales are easy and quick, 
but usually the most expensive method of disposal, inasmuch as recovery is low, 
and the successful bidder sharp. 

I believe I can make the following statement without reservation: The 
disposal section of a prime contractor is not geared to the type of selling and 
distribution methods required to adequately move excess inventories, and I 
further add without reservation that distributors of aircraft parts lack the 
know-how to produce airframes. 
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Redistribution through well-established and successful distributors, in my 

opinion, is the only efficient and practical means because they— 

Make their living selling goods; 

Are trained to give immediate service ; 

Equipped to inspect, package, certify ; 

Know best routes for quick delivery ; 

Advertise ; 

Sell by personal contact; and 

Work longer at it because of profit. 
Not only is it a business, but a profession which requires time and experience to 
be successful. 

I am entirely familiar with the methods used during the last war. The 
approved warehouses appointed by Wright Field for Murry Cook Corp., the 
RFC program, and finally War Assets agents. The intent and purpose of these 
methods were good. However, time was lost in deciding what fo do; inventories 
increased because of indecisions, and, in many instances, agents failed and the 
program was questioned because of overnight distributors who were appointed 
without careful consideration. 

It is gratifying to know that you are concerned with this subject; and, while 
we have no ax to grind and our business is substantial, I am most anxious 
that steps be taken as quickly as possible to avoid excess inventories and 
the prolific offering of merchandise at low prices in limited markets later on. 

Very truly yours, 
E. L. Crass, President. 


DURHAM AIRCRAFT SERVICE, INC., 
Woodside, N. Y., May 2, 1952. 
Hon. CHet HoviFie.p, 
Member of Congress, Washington, D. C. 

DrarR CONGRESSMAN HOLIFIELD: May we bring to the attention of your com- 
mittee our feeling with regard to the desirability of supporting vigorously the 
program of redistribution of present excess aircraft parts and materials. 

You are probably aware that the Aircraft Production Resources Agency at 
Wright Field has such a program ready to be put in effect when the proper 
authority has been granted. As proven during the last war, the established air- 
craft-parts distributors are better qualified to expose the excesses in the ware- 
houses of various airframe manufacturers to other contractors and subcon- 
tractors who are in need of this material to fulfill their obligations. 

The time to act on such a program is now if we are to avoid accumulating the 
tremendous surpluses which were built up during the last large-scale aircraft- 
manufacturing program. If the supply is permitted to continue to build up 
and remain frozen until the demand has diminished, the loss to the taxpayers 
will be as serious as that experienced after the last war. Probably you will recall 
that when the material was returned to the Government, under its various 
disposal programs, the values realized were one-fortieth of the values that can 
be realized at the present time. 

Under the circumstances, it would appear desirable to give the program favor- 
able consideration. 

Very truly yours, 
DURHAM AIRCRAFT SERVICE, INC., 
R. M. DurHaAm, President. 


STANDARD Parts & EQUIPMENT CorP., 
Fort Worth, Tez., May 5, 1952. 
Hon. CHET HOLirierp, 
Member of Congress, Washington, D. C. 


Dear ConcressMAN HoLiFietp: It has been brought to our attention that a 
redistribution program has been proposed by the Aircraft Production Resources 
Agency, Wright-Patterson Air Force Base, Dayton, Ohio, with the purpose in 
mind of distributing excess Air Force inventories to qualified and approved 
aircraft-parts distributors, in order that they, in in turn, might channel these 
excess parts to the prime contractors and their subcontractors. 

Due to the uncertainty of the metals industry and the fact that many 
materials are excess, as well as there being a shortage of certain other manu- 
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facturing needs, we believe that a redistribution program of this type is essential 
to the over-all efficiency to accelerate our aircraft program. 

For the information of yourself and your committee, our corporation, together 
with several other companies similar to ours, has been engaged in supplying 
the aircraft industry for a great number of years. After World War II, we were 
one of the few corporations who acted as an agent for the War Assets Adminis- 
tration in the distribution of surplus aircraft material. It therefore follows 
that we consider ourselves as a qualified, experienced firm that will be able to 
do justice to a redistribution program as proposed by the Aircraft Production 
Resources Agency. However, we would like to mention that time is of the 
essence in such a proposed program. Large inventories lie idle at the present 
time in some parts of the country, which are in great demand and could be 
utilized in other sections of the country. Some program must be adopted im- 
mediately to put these materials to the uses for which they were intended. We 
should certainly not protract this problem, and thus be forced to resort to a 
scrapping and smeltering program, which would only return good, unused parts 
to the basis of raw materials. 

Very truly yours, 
STANDARD Parts & EQUIPMENT CorP., 
Ben E. Dyess, President. 


Atr ACCESSORIES, INC., 
Fort Worth, Ter., May 6, 1952. 
Congressman WINGATE LUCAs, 
House of Representatives, Washington, D. C. 

Dear WINGATE: AS a well-established distributor of aircraft hardware and 
supplies, we are greatly concerned about the manner in which dispositon of the 
inevitable surplus of parts and materials resulting from engineering and produc- 
tion changes in the aircraft industry will be made. 

Currently, the facilities of most distributors in the aircraft field are being 
heavily burdened by the aircraft-production program. Large increases in sales 
volume and in the quantity of materials handled have resulted in increased in- 
vestments in inventory, work in process, material in transit, accounts receivable, 
equipment, and facilities. Uncertainties resulting from the lack of a concrete 
program on the part of the Government for disposing of and/or redistributing 
surplus parts lay heavily on distributors as a group and tend to discourage the 
accomplishment of adequate steps to properly service the defense program. 

A proposal has been presented to the Aircraft Production Resources Agency, 
Wright Field, Dayton, Ohio, that a redistribution program be set up using well- 
established companies for warehousing, reconditioning, and sales. This program 
has the endorsement of the Air Force and the Aircraft Industries Association of 
America. 

It is my understanding that this problem will be reviewed by a House com- 
mittee headed by the Honorable Chet Holifield in the very near future. It would 
be greatly appreciated if you would forward this letter to the committee involved 
in the consideration of this program with whatever endorsements and suggestions 
you deem appropriate. 

Yours very truly, 
Atk ACCESSORIES, INC., 
W. I. Sprrier, President. 


DEPARTMENT OF THE NAVY, 
OFFICE Or NAVAL MATERIAL, 
Washington 25, D. C., June 27, 1952. 
Hon. CHer HOovirievp, 
House of Representatives, Washington 25, D.C. 

My Dear Mr. Horirirecp: In accordance with your request to Commander 
Heffner of my office, there are enclosed some reports and statistics which indi- 
‘ate the disposition of surplus material and inventory of excess materials within 
the Navy supply systems. 

Enclosure (1) is a complete summary of all dispositions made of real and 
surplus personal property operations during the month of April 1952. This 
report is rendered each month, The report is segregated by technical bureaus 
so that an analysis may be maintained of the disposition of general types of 





136 CRITICAL MATERIALS AND AIRCRAFT PARTS 


materiais. Enclosure (2) shows the trend of dispositions of surplus property 
made by the Navy since January 1948 through May 1952 and this chart is posted 
monthly. Enclosure (3) is a semilog comparison chart comparing fiscal year 
1951 with fiscal year 1952 and is also posted monthly. Enclosure (4) is a pie 
chart showing a breakdown of all dispositions made and is maintained on a 
monthly basis. Enclosure (5) is another pie chart showing at one glance the 
percentages of the disposition of various bureau materials to the total. . En- 
closure (6) shows the total sales of Navy personal property with an analysis 
of usable property, salvageable property, and scrap. Enclosure (7) shows the 
total excess material within the Navy that is reported to the Surplus Materials 
Division for screening, the amount redistributed within the Department of De- 
fense, and that which is reported to the General Services Administration for 
screening by other Government agencies. 

Enclosure (8) is a report showing the total inventory, based on original 
acquisition cost, of excess and surplus property on hand at naval activities. 
The analysis shows the quantities on hand at various stages of the screening 
procedure and in addition indicates the quantities of excess inventories by 
bureaus and types of activities. This report is forwarded quarterly to the vari- 
ous bureaus and, in cases where it is determined that a bureau or activity has 
increased its excess inventory or is taking no action in the utilization or dis- 
posal, the problem is brought to the attention of the respective activities. 

The above reports are maintained on a monthly basis and if any additional 
copies are desired for future months, it will be a pleasure to furnish them to 
you. If any detailed information is desired by your office pertaining to these 
reports, Commander Heffner can be reached on extension 64141 on the Defense 
Department code. 

I trust that this information will be of benefit to you and if any further 
assistance is desired please do not hesitate to call on this office. 


Very truly yours, 
C. W. Fox, 


Vice Admiral, (SC) USN, 
Chief of Naval Material. 


[Enclosure 1] 


REPORT ON EXCESS AND SURPLUS REAL AND PERSONAL PROPERTY 
OPERATIONS, DEPARTMENT OF THE NAVY 
Part A—DIsPOSAL OF Excess AND SURPLUS PROPERTY 


Summary—AU types of property 


{Acquisition cost in millions of dollars] 


Fiseal year 
i | ate 
date 





Naval activity. -_.....-.. Eee Se 2S Sa ee eee | 
Vessels 
Pe ate RE ps tere 

Contractor inventory 

Real property 








1 Less than $50,000. 
NAVAL ACTIVITY 


Naval activity personal property disposals totaled $11.3 million during Aprii 
1952, a decrease of $3.6 million from the $14.9 million reported in March. 

April sales were 23 percent less than sales during March. Property sold for 
replacement purposes had an acquisition cost of $0.4 million and approximately 
77 percent of this property was under the cognizance of BuDocks. 

The largest sale of replacement property by a single activity was made by 
NABD, Port Hueneme, and amounted to $0.2 million. NSC, Norfolk, reported 
the largest sale of usable property (acquisition cost, $0.7 million). This prop- 
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erty consisted largely of aircraft parts and electronic equipment. The largest 
sale of salvage was reported by the New York Naval Shipyard (acquisition cost, 
$0.5 million), and the largest sale of scrap by the Naval Gun Factory, Washing- 
ton, D. C. (acquisition cost, $0.8 million). 

The naval activity personal property disposals totaled $153.2 million during 
the first 10 months of the fiscal year 1952. This amount compares with $189.2 
million reported during a comparable period for fiscal year 1951, 


Summary of naval activity dispositions 


[Aequisition cost in thousands of dors sat 

2m ——__—__—--- 7 

Fiscal Fiscal Percent 

year 1952! year 1951 increase 
through | through or 

| April | April | decrease 





February} March 


$19, 192 $14, 928 $11, 333° 


April 


$189, wn | 





Total dispositions..................- } $1! 53, 232 


Redistributed within Navy--._- 
Transfers without senetabesaben 


Army ‘ 
Air Force 
Other... 


Fk ogame with reimbursement. -- 
Sales_...... nai Ee 


Abandonments 
Donations. - 


Realization from sales of waste or produe- 


tion scrap. 


“281 
4, 088 
195 | 


44 | 


12, 056 


y bent 


25, 623 
26, 668 


12, 399 
10, 925 
3, 344 


16 
88, 255 


15, 862 
12, wes 
24,7 

34, ‘901 
3, 706 
8, 816 


5, 686 


13, 775 | | 


146, 297 
30, 783 
31, 598 
2, 214 
31, 702 


5, 059 
10, 418 


mati moma | ssa 


3, 762 


_ 


Naval activity personal property breakdown of dispositions by cognizant 


bureau, April 1952 


[Acquisition cost in thousands of dollars] 


Total, all bureaus. 


Aeronautics 

Medicine and surgery. 

Ordnance 

Personnel 

Ships 

Supplies and Accounts.....___-...-..- 
Yards and Docks--.-.....-.--- 

Marine Corps 


Total 


$11, 333 


3, 410 
3 


GSY 
491 
2, 006 
3, 020 
568 
S46 


Sales 


$7, 303 


1, 634 


800 
4 

1, 474 
2, 582 
405 
344 


Redistri- 


butions 


2, 027 
1, 187 


120 
56 
162 
195 
92 
215 


Trans- 
fers 


$1, 000 


a 
w~ 
= 


_ — os 
Stysas-i- 
RASCH 


A bandon- 


Dona- 


ments tions 


$121 $882 


4 
50 | 


12 
38 
15 


9 
- 
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Naval activity personal property breakdown of sales by cognizant bureau, 
April 1952 
[Thousands of dollars] 





| | | 
| 


Replacement | Usable Salvage 


te roe 


Scrap 


Re- | pamyi.| Re- ; 

Pe Ait | a eo: AgRU] alt: s/t 
cent - | cent “cost za- | cent 

| ti ti on | tion | 

} | 


ane ewe ee Oe 


(2g Re ae 
Total, all bureaus--__---- | $71 |17.8 [$1,997 |$155 | 7.8 +82, 275 |$139 | 6.1 |$2, 631 '$175 





Aeronautics. ___-_- Spiess.» a ES a 68 | 9. 322 | 34 /10.6 
Medicine and Surgery __ ao teezEa | 4 Pete: Aesaer (aE 
Ordnance 3 33. 14 | 

Personnel AEA Beis whet 2 : 2” 

Ships } 12} 6.7 5 : , 123 

Supplies and Accounts _ 24.7 | 2 3 | 5.8 706 | 

Yards and Docks : g b. | ; 53 

Marine Corps.-__- © 2 ee 5. 37 





1 Less than $500. 
Naval activity personal property dispositions, April 1952 


[Acquisition cost in thousands of dollars] 


| 
Abandon-| Dona- 
ments tions 


| Redistri- 


"tT sfare 
bations rransfers 


Sales 





Total, all activities.........._- $11, 333 $7, $03 
Naval shipyards._................. ocean 1, 52% 4, 347 | 


Boston Ned Wale a 3: 118 
Charleston : 

Long Beach 

Mare Island____-_- 

New York-.------ 

Norfolk_.....-- 

Philadelphia 

Portsmouth 

Puget Sound 


Naval supply depots 


Bayonne. 

Clearfield _--___-- 
Davisville 

Great Lakes -_--- 
Mechanicsburg 

Newport 

Norfolk (NSC) 

Oakland (NSC) 
Philadelphia (NASD) 
San Diego 

San Pedro 

Scotia 

Seattle 

Spokane 


Naval air stations 


Alameda 
Anacostia... - 
Atlantic City. - 
Cherry Point (MCAS) 
Corpus Christi 

Dallas 

El Toro (MCAS) 
Jacksonville - 

Key West_-. 
Lakehurst 

Memphis __. 

Moffett Field _____ 
Norfolk 

Patuxent - 

Pensacola 

Quonset Point eee 
Quantico (MC AS). 
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Naval activity personal property dispositions, April 1952—Continued 


[Acquisition cost in thousands of dollars] 





Mrnte i Redistri- | »._. xe Abandon-| Dona- 
| Total Sales butions | /Tansfers “ments tions 
Naval air stations—Continued 
he Tie a Te Fy aie $390 $193 $15 $7 ; e $175 
I a 97 85 2 6 4awcene - 5 
Spokane..--.. ro ane 22 21 1 
Squantum : iieslea liars a 2 2 
Whidbey Island... Seale Gis 37 37 
Willow Grove -__- : hae boats l 1 
Naval ordnance activities ‘ Ys2 827 52 54 $20 29 
NAD, Crane eles 5 ES ae ateenpee yes oD 6 4 l l 
NAD, Hastings--- nee Je i) ’ 
NAD, Hawthorne... ; 18 . 8 10 
NAD, McAlester * pi, be 6 6 
NOP, Pocatello... pia ; se 2 os : 2 , 
OTS, Inyokern 38 ; 26 i2 
NMD, Yorktown ‘ : 8 l 7 
NGF, Washington, D. C__. : 837 823 y 5 
NOL, White Oak_.........-- wail 56 29 14 13 
NPF, Indian Head e 3 2 2 
Other naval activities_.................... 537 321 136 18 25 37 
Naval Station, Key West : — 6 6 
Naval Station, New Orleans 7 20 1 1 6 12 
Naval Station, Orange ; 1 1 
Naval Station, San Diego d 60 28 2 25 5 
Naval Station, Tongue Point poised 62 59 ] 2 
Naval Station, Treasure Island_-___-_. 13 13 
DPWO, Eleventh Naval District 4 1 l 
DPWO, Thirteenth Naval District. 7 7 
Naval Academy, Annapolis 45 44 l 
NABD, Port Hueneme 278 215 51 4 
NAMC, Philadelphia 4 4 
NSA, New York cre Cone as 3 3 
NRL, Washington, D. C_________-- 1 1 
NSB, New London we F Peis 21 2 19 
NTS, Newport eae 2 3 1 2 
NAMTC, Point Mugu wee 5 5 
NAB, Coronado : ea 7 7 
U. 8. Marine Corps..._.. ER FEO 846 344 215 102 2 183 


22862—52——-10 
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Vessels 
ACQUISITION COST OF VESSELS DISPOSED OF 
[Thousands of dollars] 





Fiscal 

{_ A A PS aha se year 
1952 

January |February; March April to date 








$4,941 | $12, 616 


$45, 640 


5 Ha ia Rel ei me, SP 
I en smbibindaniieddisntiniadianall errr 
Abandonments a ceaitinds iliedialimediis 

Donations._. 





| "45,601 | 4,941 | 35, 810 





NUMBER OF VESSELS DISPOSED OF BY TYPE, FISCAL YEAR 1952 TO DATE 





De- | Trans- , | Q | 
Total stroyed | ferred | Donated Sold Other 








(98) 246 | (13) 





Total combatant__.........-- 


Destroyer escorts... _.- | (11) 16] 


Total noncombatant- | (100) 306 | 








Auxiliaries 

District craft 

Patrol craft. a le inet prem e! Peay! Wes 
Large landing craft__.................| (2) 1 
Small landing craft Star se! 2 pl pres, + Seiten eee es. 
ow il SE at ES as BET (20) | (20) 139 | 





Norte.— Data in parentheses represent current month disposals, 





CRITICAL MATERIALS AND AIRCRAFT PARTS 


Aircraft 
COMPLETE AIRCRAFT 


| 
j 


Fiscal year 1952 
to date 


Type of disposition I 


Acquisi- : ‘ Acquisi- 
tion cost Number tion cost 





April 1952 


Number 


Total dispositions . 72 | $5, 469, 000 | 249 | $22, 121, 000 





Transferred to Civil Aeronautics Administration __ 
Transferred under optimum caliber aircraft gun program: | 
Salvaged by the Navy---.....-. fs 86, 000 27 5, 462, 600 
Under ASO directives... .- ae 1 177, 000 28 5, 553, 000 
Under spare parts recovery program _ naa 1 91, 000 1 191, 000 
Sold by the Navy-._.._-- ; | , Reale : 
Other dispositions..._____- | 7 5, 383, 000 222 | 16, 659, 000 








Total dispositions Tositincsiintitiinhantina 5 | $1, 450, 000 56 $5, 948, 000 


Donated to educational institutions._._.........._. dem 490, 000 i 1, 983, 000 
Transferred to other Government agencies ee y 4, 000 5 | 45, 000 
Salvaged by the Navy--- sleaaa ‘ 1 5, 000 3 | 89, 000 
Sold by the Navy wei : 961, 000 37% 3, 831, 000 





CONTRACTOR INVENTORY 


[Acquisition cost in thousands of dollars] 





1952 
Fiscal year 
1952 to date 





February March A — 


Total dispositions - - $1, 489 | 
Redistributions - - - ‘ 


Within Navy-.- 
Other 





Sales retentions 


Usable Pe bweit~t 
Scrap and salvage. ........ 


Abandonments 
Donations. - 





Realization from sales Amount Percent|/Amount Percent Amount Percent/Amount/Percent 








| 
Usable. } 
Scrap and salv age. | 

| 





1 Credit. 
2 Less than $500. 
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Real property 
GRAND TOTAL 


[Acquisition cost in thousands of dollars] 


1952 | Fiseal 
year 
1952 to 

February) March April date 








Total dispositions ScGkawes = : $381 | 


Redistributions 


Within Navy- ---- 
Other - - pied 





Sales___.. seit 
Abandonments.__........---- 
Declared to GSA--____- 
OGiier........ <a 


Total dispositions 
Redistributions 


i 
Other 


EE a eae Scalia 
Abandonments---.......-..-. 
Declared to GSA__........-- 
RE Gg, SE Say Ree ae rear eee : 


NAVAL ACTIVITY REAL PROPERTY 





Total dispositions 


Redistributions -.__..._- Dae erw 


Within Navy 
We idccnc<<se 


Sales 

Abandonments 

Declared to GSA............. 
Other 


1 Credit. 





OVERSEAS 


Disposals of excess and surplus property located at overseas naval activities 
amounted to $3,486,000 during April. This is an increase of approximately 55 
percent over the previous month’s total of $2,256,000. 

The acquisition cost of usable property sold amounted to $72,000, with $44,000 
of this property located at the Territories and possessions and the remainder of 
$28,000 in foreign areas. Sales of salvage totaled $663,000. NSD Guam re- 
ported the largest sale of salvage at a single activity, and fleet activity, Yoko- 
suka, the largest sale of scrap. 

Fiscal year 1952 dispositions through April totaled $14,619,000. This compares 
with $16,252,000 reported during the same period of fiscal year 1951. Disposals 
during the fiscal year 1952 through April effected in the Territories and posses- 
sions constituted $8,086,000 or 55 percent of total disposals, and foreign areas 
$6,533,000 or 45 percent. 
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Summary of dispositions—Territories and possessions and foreign 


[Acquisition cost in thousands of dollars] 





1952 


March 


February April 





Total dispositions. . _. 
Redistributions within Navy. 


Transfers without reimburse- 
ment... Ba 
Army 


Air Force__.. 
Other 


Transfers with reimbursement. 
Sales 

Replacement. 

Usable 

Salvage.. 

Scrap. 


Abandonments...-- 
Donations 


Realization from sales 


$3, 486 


224 2 


3, 096 


17 

55 
663 

2, 361 
25 
103 


' 
/Amount) Percent Amount) Percent 





Replacement 
Usable 

Salvage __. 

Scrap _ 
Waste or productior 


138 
136 
104 


ab 
} 
| 


110 





Amount Percent Amount 


441 | 


143 


| Fisea] year 1952 
to date 


$14, 619 


2, 748 


Percent 
16.3 
6.9 
6.2 
10.5 


Breakdown of dispositions by month by cognizant bureau—Territories and 


possessions and foreign 


{Acquisition cost in thousands of dollars] 





Aeronautics. 
Medicine and Surgery 
Ordnance 

Personnel 

Ships s 
Supplies and Accounts 
Yards and Docks. ... 


March 


April | 
$2, 256 
36 | 


| 


$3, 486 | 


(4 





~ 394 | 
291 | 
1, 058 


51 | 
2, 940 
471 | 


1, 276 


303 | 


Fiscal 


year 


1952 to 


date 


$14, 619 


856 
118 
608 

1 


3, 344 
5, 815 
3, 877 





1 Less than $500. 
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Breakdown of dispositions by cognizant bureau—Territories and possessions and 


foreign, April 1952 
[Acquisition cost in thousands of dollars] 





; 
| Redis- | 
Scrap trib- | 
and | uted | —- 
salvage | within . 
| Navy | 





Total, all bureaus 





Aeronautics. 
Medicine and Surgery. 
Ordnance _ ___ 


| PRE SE TR 

Supplies and Accounts____._.-- 

Yards and Docks - 

I a ORE Me 








1 Less than $500. 


Summary of dispositions—Territories and possessions 


[Acquisition cost in thousands of dollars) 





1952 





February March 








Total dispositions--. -.__--_-- $2, 111 


$25 | $103 


| | 
| Aban- | 
| don- 
| ments 


Dona- 
| tions 








Redistributions within Navy---. 1, 910 








Transfers without reimburse- 





IE pi sachs tits don notte 
 :” * Sibir a acs 
SS 





Transfers with reimbursement 








ae a 


Replacement 
Usable. __- 
Salvage 
Scrap 





Abandonments-.-_-.- eta didae 
| aeteon acetal 0 Remecaaaan 








eee 
Realization from sales | Amount heiaead Amount |Percent 


Amount [Percent 





| 
| 
| 





Amount ‘Percent 


“116 | 
67 | 
82 
38 | 
56 |... 
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Summary of dispositions—Foreign 
[Acquisition cost in thousands of dollars} 
1952 


_.| Fiscal year 
1952 to date 


February March April 





Redistributions within Navy 
Transfers without reimbursement. 


Arm 
Air Force ___.- BREE 
EA EE 


Transfers with reimbursement 


Abandonments. 
Donations. 


Fiscal year 1952 
j to date 
February March April 


Realization from sales ew = ‘ ‘eee 


Amount |Percent; Amount |Percent Amount Percent) Amount | Percent 


Replacement 

Usable 

a SS TEE EA 
NE. nc cusetibecctos 
Waste or production 


1 Less than $500. 


Disposition by area, April 1952 


[Acquisition cost in thousands of dollars} 


Sales Redis- 

~~ ---—-—---—— trjbnutions 
Total within 
Navy 


Abandon-| Dona 


Transfers” ments tions 


| Salvage 


Tsable 
Usable and scrap 





Total , 486 $3, 024 224 
Com 10: 
NS San Juan 
NOB Guantanamo Bay... 
NS Trinidad 


m 14: 
NSC Pear] Harbor 
NSY Pear! Harbor 
NAS Barber’s Point 
DPWO Ith N. D_._. 
Com 15: NSF Rodman, C. 
Com 17: NS Kodiak — 
Atlantic-Mediterranean: 
NS Bermuda 
NAF Port Lyautey-__.._-. a 
Pacific Ocean area: 
NSD Guam 
NS Sangley Point 
NS Subic Bay 
FA Yokosuka 
FA Sasebo 


Co 
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Part B—SALEs OF BASIC MATERIAL AS SCRAP 


Summary—Sales of basic material as scrap, April 1952 


Item 


Ferrous metals. ._- 


Alloy steel... ___. 
Heavy melting steel 


Borings and turnings_- 


Unprepared steel. 


Black and galvanized steel_. 


Cast iron__. 
Tin cans_. 


Miscellaneous and unclassified . - 


Nonferrous metals: 
Aluminum... 
Magnesium. 
Lead___- 

Nonmetallic: 
Lumber____. 
Paper 
Rubber 
Textiles __ 
Cordage 
Miscellaneous 


Ferrous metals 


Alloy steel 


Heavy melting steel__ 


Borings and turnings 
Unprepared steel 


Black and galvanized stee] 


Cast iron 
Tin cans 


Miscellaneous and unclassified 


Nonferrous mc tals: 
Aluminum 
Magnesium. 
Lead 

Nonmetallic: 

Paper 

Rubber. _- 
Textiles. 
Cordage... <s 
Miscellaneous 


- 
| Total sales 
price 


| Average 
unit-sales 
price 


Unit Quantity 


a 
| 
| 


$34.20 | $798,875.11 





| | 
23, 361 


| Gross ton... 


| ee: 
46. 11 


a aes 601 
32. 02 


SS 4, 153 
...do = | 682 
..do == 9, 317 
..do. 046 
= oe . 286, 
= = 582 | 
Me 6, 794 


132, 997. 47 
17, 303. 91 
256, 419. 67 
23, 948. 06 
40. 61 11, 605. 54 
34.37 | 19,995.16 
45.46 | . 98 


| 27,720.32 
25. 31 


| 


| Pound_____- 1, 080, 530 | .089 | 95,849.31 
en a nal 85, 200 | . 150 12, 802. 04 
S ee 2, 835 | . 087 248. 06 


1, 115. 08 
16, 229. 68 
19, 948. 

8, 229. 

7, 620. 


6, 652. 


Various... i 
Net ton 832 19.11 | 
do... 244 87.99 
Pound 59, 044 . 137 
89, 285 . O85 
60, 338 . 110 


Quantity 


Nonpro- 
duction 
scrap 


Mts Produc- 
Total tion scrap 


Gross ton. . 23, 361 
do... 601 
do. 4, 153 
do... 682 
do... 9, 317 

cabal 946 
| ae 286 
do... 582 

— 6, 794 6, 620 


1, 080, 530 | 


85, 200 
2, 835 


891, 480 
80, 000 | 
2, 835 


Pound... 


| Net ton. old 832 

a - 244 
Pound. 59, 944 | 
a a 89, 285 | 
erica | 60, 338 | 


33, 438 | 


Part C—ScrEENING OF BUREAU EXcCEss PROPERTY 


Screening of excess personal property by Surplus Materials Division, Bureau 


Total 


of Supplies and Accounts, April 1952 


SUMMARY 


| 
Coast a 
Guard GSA 


Army Air Force 





Reported to SMD______- 
Actions by SMD.._.. 
Reported to GSA 


Returned to holding activity. 


Transferred 
Withdrawn 


| | 
..| $20, 418, 930 
9, 680, 934 | 


6, 922, 029 


677, 540 | 


1, 584, 724 
496, 641 


| 
$12, 308, 186 | $3,336,903 | $2, 322,397 | $131,980 | $2, 319, 464 
5, 500,195 | 3, 523, 627 | 147, 841 
4, 443, 764 2, 191, 167 rae 7 
64, 057 610, 691 
757, 913 535, 066 


234, 461 186, 793 


450, 948 58, 323 
260, 355 26, 743 
2, 690 192 
131, 501 29, 403 
56, 402 1, O85 


130, 841 
17, 000 
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ACTIONS BY SMD, APRIL 1952 


Returned ; 
to holding With- 
account 


Reported 


to GSA rransfers 


drawals 


Total_. $9, 680, 934 | $6, 922, 029 $677, 540 $496, 641 $1, 584, 724 


Department of the Navy 5, 500, 195 4, 443, 764 64, 057 254, 461 757, 913 


BuShips 1, 966, 096 1, 815, 238 360 18, 274 102, 224 
BuAer 348, 098 294, 550 3, 892 Lu 48, 499 
BuSandA 1, 215, 781 1, 093, 392 039 21 97,110 
BuOrd 198, O45 140, 5 1, 47, 058 
BuPers 85, 170 73, 9% ° 11, 250 


ter 


Bu Docks 418, 660 177, 25, 72, 42, 565 
Bu Med. . 46, 825 30, , 16, 197 
CNO 

ONR , 156 57 5 ; 249 
EXOS , 404 x 

Marine Corps ‘ , 218, 060 5, 476 ( 9, 392, 761 


Department of the Army 523,627 | 2, 191, 167 601 535, 066 
Department of the Air Force 50, 948 260, 35: 2, 690 56, 131, 501 
Coast Guard 58, 323 26, 74: 192 , ORS 29, 403 
General Services Administration 7, S41 : / 130, 841 


Property reported to Surplus Materials Division for screening and property re- 
ceived as a result of Surplus Materials Division screening, April 1952 


Reported to | Received by 
SMD transfer 


TORE cosets ut as bold a aa a . $20, 418, 930 
Department of the Navy--...- a editalatpintiiasiedamee oie eee oe 2, 308, 186 


BuShips oe : ‘ ‘ _ 2, 389, 075 
Bu Aer "9, TAS }, 328, 628 
BuSandA , , , 744, 163 
BuOrd : 
BuPers_- 

Bu Docks 

BuMed 

CNO 

ONR 

EXOS \, 

Marine Corps... 


Department of the Army gwen . . az 3, 3 

Department of the Air Force. .__......_.- : ‘ 2, 322, 38 407, 353 
Office Secretary Defense ___- : ; 16, 308 
Coast Guard ___. 4 ¥ 4 

General Services Administration 

NIER program.... 
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TOTAL DISPOSALS F.Y. 1952 


Through May 
By Type of Property 





Naval Activity 
Personal Property 


58.2% 
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NAVAL ACTIVITY PERSONAL PROPERTY 


Bureau Breakdown of Disposals 
F. Ye 1952 Through May 1952 

















BuPers a 
0.9% 0.1% 
Budrd ¥ 
10.1% 
SuShips 
19.7% 
BuAer 
SMC 392% 
11.5% 
Bwocks 
13.7% : 
BuSandA 


13.9% 
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(Enclosure 8) 


Report ON INVENTORY OF ExcEss AND SURPLUS PERSONAL PROPERTY, DEPARTMENT 
OF THE NAVY 


The total inventory of excess and surplus personal property on hand at naval 
activities in the continental United States and its Territories and possessions at 
the end of April was $122.7 million. This compares with $113.2 million at the 
end of March 1952, an increase of $9.5 million. These figures included all prop- 
erty from the time it becomes excess to the reporting activity until it is finally 
disposed of by redistribution in the Navy, by transfer, sale, or other means. 

Reports were received from 104 activities but 72.5 percent of the inventory 
was accounted for by the following activities: 


Activity : Inventory 
er 0 OO COUR iio cece be hehehe ecminneeens $18, 316, 000 
NSD Clearfield 15, 461, 000 
NSC Oakland 11, 834, 000 
NABD Port Hueneme 10, 142, 000 
NSD Mechanicsburg 7, 602, 000 
NSD Scotia 6, 272, 000 
NAS Norfolk 4, 410, 000 
NASD Philadelphia 3, 780, 000 
NSY Norfolk 3, 551, 000 
NSC Norfolk 2, 647, 000 
ee ooh niecnacasetnaneptiiin te te pantecocintaeicdas Dist cp aees aks ON Oe: 2, 613, 000 
NS San Diego 2, 358, 000 


The general disposal instructions require that material excess to an activity 
be reported to the cognizant Bureau or supply demand control point (SDCP) for 
disposition instructions, If the Bureau or SDCP considers it excess to its needs 
it is referred to the Surplus Materials Division (SMD) of the Bureau of Supplies 
and Accounts. SMD screens it with the other bureaus, SDCP’s, Army and Air 
Force. If no requirements are found it is then reported to the Federal Supply 
Service (FSS) of the General Services Administration (GSA) where similar 
screening is accomplished for the other Federal agencies. Property not used by 
other Federal agencies or donated to educational institutions is referred back by 
FSS to the holding activity for disposition. 

The breakdown of the above inventory according to the status of the property 
is as follows: 


Percent in- 
| crease or 
Percent of | decrease 
total over 
previous 
month 


| Relative 
Status | position Amount 
| last month 


Thousands | 
(1) Awaiting Bureau or SDC P clearance_-_--........--- $33. 434 
(2) Pending local disposal action _-.....-..........--- 31.318 
(3) Awaiting SMD clearance | 22, 821 








N5.8 
30.9 
4.0 
10.0 

—31.3 
—39. 1 


rte 


NSaDa 
ence 


o Dawn 


(4) Not yet reportea to bureaus_......-.......-..---..- 18, 790 
(5) Awaiting FSS clearance. bod aS Bhi 12, 943 
(6) Reported to authorized selling activities for sale__.._| 3, 368 


— 





8.3 


DOs dc ctndicscedtiattddnéinnscadsecchtonedaend | eobbsenparee 122. 664 


3 





Each status above may be considered to be a potential delaying factor in this 
process of screening and disposing of excess and surplus property. The balance 
of this report consists of a separate discussion of each of these factors. 

(1) Awaiting Bureau or SDCP clearance 
Property awaiting clearance by cognizant bureaus or supply demand control 


points showed a decrease of 5.8 percent during April and remained first in im- 
portance. This category now represents 27.3 percent of the total inventory. 
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The total at the end of April was $33.4 million compared with $35.5 million at 
the end of March. The breakdown of this total by bureau follows: 





Percent in- 
crease or de- 
crease over 
pre\ ious 
month 


Percent of 


Bureau Amount total 





Thousands 
a Rea edhe : NEE LI and et Lr o $10, 390 
Aeronautics beds &, 845 
Yards and Docks_- ; 7, 12 
Supplies and Accounts-- 1. het PRE Ae 4, 904 
Personnel Sed 24) Be - | 1, 208 
Ordnance 715 
Medicine and Surgery ‘ | 30 


i. 


33, 434 


(2) Pending local disposal action 

This category remained second in importance for the second consecutive 
month. Property in this status represented 25.5 percent of the total in April 
and 21.1 percent in March. During April there was an increase of $7.4 million 
in the amount of property which was pending local disposal action. The following 
six reporting activities accounted for approximately 65 percent of the total 
amount of property pending local disposal action. 


Activity : Amount 
eg MG SE hs a a ea ee eedaaal $7, 716, 000 
NSD Mechanicsburg 3, 351, 000 
NSC Oakland 3, 277, 000 

NASD Philadelphia__--_- SR Tat LR aE eae se. ae -. 2,447,000 

NAS Norfolk 2, 276, 000 

ha I RS Lo EC a RS ok oped 3 1, 328, 000 


Total 20, 425, 000 


(3) Awaiting SMD clearance 

Excess property in this status on April 30 amounted to $22.8 million, This 
is $10.4 million or 84 percent more than was reported the previous month, Ma- 
rine Corps property accounted for most of this increase. 

The following activities reported properly with an acquisition cost of over $1 
million awaiting SMD clearance. 


Activity: Amount 
ON EE IS es SAR ee aa i Sieoongeeaaatael $10, 600, 000 
NSD Scotia . 2, 116, 000 
ID A: I iis aia nid Othe dt mantne engin 2, 001, 000 
NSC Oakland 1, 399, 000 
NSD Mechanicsburg._.._..............- Seth dclhemeeonis 1, 289, 000 

(4) Not yet reported to bureaus 

This category showed an increase of 10 percent during April. The total for 

April was $18.8 million compared with the March total of $17.1 million. NSD 

Clearfield reported the largest increase in this category ($1.8 million). 


(5) Awaiting FSS clearance 
This category contained $12.9 million of excess property on April 30 and 

moved from third in importance to fifth. This represents a decrease of 31.5 

percent during April. 

The following naval activities reported sizable amounts of property in this 
category : 

Activity : Amount 
NSD Scotia ($2,771,000 BuShips cognizance) -..~--~-- _. $3, 275, 000 
NSD Mechanicsburg ($841,000 BuShips cognizance ) —-~_- __. 1,298, 000 
NSC Oakland ($803,000 BuAer cognizance )—.--~-~~- F 1, 211, 000 
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(6) Property referred for sale to authorized selling activities by their satellite 
activities 
This classification contained $3.4 million of property, a decrease of 39.1 percent 
from the March figure. All activities reported less than $1 million pending sales 
for their satellite activities. 


SUMMARY 


The eleventh report on the status of excess and surplus personal property shows 
an increase of 8.3 percent in the inventory of excess and surplus property during 
April 1952. 

Property awaiting bureau or SDCP clearance, property awaiting FSS clear- 
ance, and property reported to authorized selling activities for sale showed de- 
creases during April. 

The increase of 30.9 percent in property pending local disposal action was 
largely accounted for by the Marine Corps. 

The large increase in property awaiting SMD clearance was almost entirely 
due to the $10.6 million reported by the Marine Corps. 

Further information on the status of excess and surplus property may be found 
in the statistical tables which follow: 


Inventory of excess and surplus property, 


BREAKDOWN BY COGNIZANT BUREAUS, CONTINENTAL UNITED STATES AND 
TERRITORIES AND POSSESSIONS 


(Thousands of dollars) 





| 
| 


= | M | 
Total | Ships | Ord | Aer | S8"4 | Docks Pers | and | USMC 
ome | 


x 


| | | 
| J 


Ee 


Excess generated during month.| $13. 898 | $3,110 | $971 | $2,201 $1. 215 | $3,398 | $33 | 


Reportable to SMD and 
FSS cn | 11, 607 2 991 394 | 963 | 962 | 3.305 22 
Not reportable to SMD | | 

and FSS L | 119 | 577 | 1, 238 | 253 93 


| 





Balance on hand end of month _.| 122, 664 | 35,619 | 3, 195 | 33. 543 | 17.627 | 12,071 | 2,187 | 
To be reported to bureaus._| 18,790 | 8, 605 | 2.535} 1,072 | 
Awaiting bureau clearance.| 33, 434 | 10,390 | ! 845 | 4,904] 7,162 | 1,3 
Awaiting SMD clearance 22.82) | 5,027; 13: : 2,437 | 2,291 
Awaiting FSS clearance 12,933 | 6,130 | 2,964 | 697 | 
Pending local disposal } 
action... ._. : 31,318 4, 987 5 | 3, 802 586 

Property referred to au- i 
thorized selling activities 
by nonselling activities 3, 368 480 ISG 997 | 895 21) 2 }--. 





BREAKDOWN, BY TYPES OF REPORTING ACTIVITIES, CONTINENTAL UNITED 
STATES AND TERRITORIES AND POSSESSIONS 


[Thousands of dollars} 


2 | : Miscel- 
Ship- | Supplv | Airsta- |Ordnance! laneous 
yards depots tions activities; activi- 

ties 


Total 


$1. 047 $3, 206 $1, 827 $1, 043 $6, 775 





Excess generated during month...........| $13, 898 
R»portable to SMD and FSS 07 756 3, 004 738 483 | 6, 626 
Not reportable to SMD and FS8 2, 28 a 202 , O89 560 149 


Bala.ce on hand end of month 22, , 78: 54, 753 5 471 1, 363 
To be reported to bureans 3. 4 2, 105 64 
Awaiting bureau cleara ice 33. 43 2, £16 r 5. 379 769 
Awaiting SMD clearance 22. i i. 826 195 
Awaiting FSS clearance ’ 2, 2, 30% 1, 358 245 
Pending loca] disposal action 31, 3. { 6, 677 56 | 
Property referred to anthorized selling 

activities by nonselling activities _.. 2. 12! 126 34 | 
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GENERAL SERVICES ADMINISTRATION, 
Washington 25, D. C., October 9, 1950. 


PERSONAL PROPERTY MANAGEMENT REGULATION No. 3, RevIsep 


To: Heads of Federal agencies. 
Subject: Utilization of Excess Personal Property and Disposal of Surplus Per- 
sonal Property. 

1. Purpose—This regulation prescribes policies and methods governing the 
reporting and utilization of excess-personal property and the disposal, including 
donation, of surplus personal property. This regulation is issued pursuant to 
the authority vested in the Administrator of General Services by the provisions 
of the Federal Property and Administrative Services Act of 1949, Public Law 
152, Eighty-first Congress, as amended by Public Law 754, BRighty-first Congress. 

2. Contents.—The provisions of this regulation are grouped under the follow- 
ing sections: 


. Purpose. 
. Contents. 
. Definitions. 
. Scope. 
. Basie policy. 
. Utilization of excess personal property. 
. Reporting of excess personal property. 
. Transfers without reporting as excess. 
. Transfers at fair value; reimbursement. 
. Suspension of procurement ; retention of custody. 
. Cost of care and handling. 
. Proceeds. 
. Transfer for redistribution. 
. Obtaining excess personal property. 
. Determination of excess personal property as surplus. 
. Disposal of surplus personal property by donation. 
. Disposal of surplus personal property other than by donation. 
. Contractor inventory. 
. Applicability of Federal excise taxes. 
. Holding agency compliance functions. 
. Performance report. 
. Reeords and reports. 
. Standard forms. 
. Authority under other laws. 
25. Rescreening of surplus personal property for defense purposes. 
. Agency regulations. 
27. Exceptions and deviations. 
. Rescission of regulations. 
. Effective date 


3. Definitions.—a. Terms defined in the act.—Terms not defined in subsection 
b of this section which are defined in the Federal Property and Administrative 
Services Act of 1949, as amended, hereinaiter referred to as the act, shall in 
this regulation have the meaning given to them in the act. 

b. Other terms.—(1) “Administration” means the General Services Adminis- 
tration acting by or through the Administrator of General Services or a desig- 
nated official to whom functions under this reculation have been delegated by 
the Adininistrator. 

(2) “Administrator” means the Administrator of General Services. 

(3) “Agricultural commodity” means a product resulting from the cultiva 
tion of the soil or husbandry on farms and in the form customarily marketed by 
farmers. 

(4) “Airport property” as used in this regulation means any surplus real 
property including improvements and personal property located thereon as part 
of the operating unit, which, in the determination of the Administrator of Civil 
Aeronautics, is essential, suitable, or desirable for the development, improve- 
ment, operation, or maintenance of a public airport; or reasonably necessary to 
fulfill the immediate and foreseeable future requirements of the owner or oper- 
ator for the development, improvement, operation or maintenance of a pnblic 
airport, including property needed to develop sources of revenue from nonavia- 
tion businesses at a public airport. 
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(5) “Care and handling” includes preserving, protecting, packing, storing, 
handling, conserving, transporting, preparing for shipment, and loading excess 
and surplus personal property, and, in the ease of property which is dangerous 
to public health or safety, destroying or rendering innocuous such property. 

(6) “Contractor inventory” means (a) any property acquired by and in the 
possession of a contractor or subcontractor (ineluding Government-furnished 
property) under a contract pursuant to the terms of which title is vested in the 
Government, and in excess of the amounts needed to complete full performance 
under the entire contract; and (b) any property which the Government is obli- 
gated or has the option to take over under any type of contract as a result 
either of any changes in the specifications or plans thereunder or of the termina- 
tion of such contract (or subcontract thereunder), prior to completion of the 
work, for the convenience or at the option of the Government. 

(7) “Cotton or woolen goods” means any textile, article, or product resulting 

— the processing or manufacturing, in whole or in major part, of cotton or 
wool. 
(8) “Donable property” means surplus equipment, materials, books, or other 
supplies, under the control of any executive agency, except (a) such property as 
may be specified from time to time by the Administrator, (b) property which, by 
other law, is precluded from donation under this regulation, and (¢c) property 
which was acquired by the use of funds either not appropriated from the general 
fund of the Treasury or appropriated therefrom but by law reimbursable from 
assessment, tax, or other revenue or receipts, unless the holding agency deems 
it uneconomical or impracticable to dispose of the property other than by 
donation. 

(9) “Educational institution” means any tax-supported school system, school, 
college, and university, any other nonprofit school, college, and university which 
has been held exempt from taxation under section 101 (6) of the Internal 
Revenue Code and any State department of education or other State agency desig- 
nated by State law to receive property for and distribute it to such tax-supported 
and nonprofit school systems, schools, colleges, and universities within the State, 

(10 “Excess” when used with respect to personal property means any such 
property under the control of any Federal agency which is not required for its 
needs and the discharge of its responsibilities, as determined by the head thereof. 

(11) “Executive agency” means any executive department or independent 
establishment in the executive branch of the Government, including any wholly 
owned Government corporation. 

(12) “Federal agency” means any executive agency or any establishment in 
the legislative or judicial branch of the Government (except the Senate and the 
House of Representatives and the Architect of the Capitol and any activities 


under his direction). 
(13) “Holding agency” means the executive agency which has accountability 


for the property involved. 

(14) “Intangible personal property” includes but is not limited to such classes 
of personal property as patents, patent rights, processes, techniques, inventions, 
and copyrights, except as, in a given case or class of cases, may be excluded by the 
Administrator. 

(15) “Narcotics” means the following drugs or preparations thereof: (a) 
Opium, coca leaves, cocaine, or any salt, derivative, or preparation of opium, 
coca leaves, or cocaine; (b) isonipecaine (demerol) ; (c) any drug found by the 
Secretary of the Treasury and proclaimed by the President to have an addiction- 
forming or addiction-sustaining liability similar to morphine or cocaine, such as 
methadon (delephine, adanon) and nisentil; and (d) marijuana (Cannabis 
sativa L.). 

(16) “Personal property” means property of any kind or any interest there- 
in, except real property and naval vessels of the following categories: Battle- 
ships, cruisers, aircraft carriers, destroyers, and submarines, 

(17) “Public-health institution” means any tax-supported medical institution, 
hospital, clinic, and health center, any other nonprofit medical institution, hos- 
pital, clinic, and health center which has been held exempt from taxation under 
section 101 (6) of the Internal Revenue Code, and any State department of health 
or other State agency designated by State law to receive property for and distrib- 
ute it to such tax-supported and nonprofit medical institutions, hospitals, clinics, 
and health centers within the State. 

(18) “Real property” means (a) any interest in land (except the public 
domain and lands reserved or dedicated for national-forest or national-park pur- 
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poses owned by the United States, including any wholly owned Government corpo- 
ration, and any fixtures, appurtenances, and improvements of any kind located 
thereon; (b) any fixtures, structures, and other improvements (excluding stand- 
ing timber and crops) owned by the United States; and (c) any fixtures, struc- 
tures, and other improvements owned by the United States which are located 
on the public domain and lands reserved or dedicated for national-forest or 
national-park purposes or located on land that is not owned by the United States 

(19) “Related personal property” as used herein means any personal prop- 
erty— 

(a} Which is located in and (i) an integral or necessary part of, or (ii) es- 
sential to the use of productive capacity of land, fixtures, appurtenances and im- 
provements; or 

(b) Determined by the Administrator to be otherwise related to the real 
property. 

(20) “Reserved materials” means uranium, thorium, and all other materials 
determined pursuant to section 5 (b) (1) of the Atomic Energy Act of 1916 (60 
Stat. 761; 42 U. 8. C. 1805), to be peculiarly essential to the production of fission- 
able material. 

(21) “Reviewing authority” means a local, regional, or departmental board of 
review of a holding agency. It may consist of one or more persons. 

(22) “Salvage” means personal property that is in such condition, or is of 
such a specialized nature, that it has no reasonable prospect of use as a unit, 
or is not usable as a unit without major repairs or alterations. Salvage has 
some value in excess of its basic material content. 

(23) “Scrap” means personal property that has no value except for its basic 
material content, and includes waste. 

(24) “Service educational activity” means any educational activity designated 
by the Secretary of Defense as being of special interest to the armed services, 
such as maritime academies or military, naval, Air Force, or Coast Guard pre- 
paratory schools. 

(25) “Small business” means any concerns whose aggregate number of em- 
ployees, including its affiliates, is less than 500. 

(26) “State or local government” means a State, Territory, or possession of 
the United States, the District of Columbia, and any political subdivision or in- 
strumentality thereof. 

(27) “Surplus” when used with respect to any personal property means any 
excess personal property not required for the needs and the discharge of the 
responsibilities of all Federal agencies, as determined by the Administration, 

4. Scope.—This regulation provides for the economical and efficient utilization 
of excess personal property, and the disposal of all surplus personal property, 
located within the continental United States, Hawaii, Alaska, Puerto Rico, and 
the Virgin Islands. 

5. Basic policy.—a. It is the policy of the Administrator to foster and assure 
maximum utilization of excess personal property by Federal agencies. Each 
Federal agency shall, as far as practicable, fulfill its needs for personal property 
by utilization of excess personal property ; and the needs of Federal agencies to 
such property shall be paramount to any surplus disposal. 

b. It is the policy of the Administrator that surplus personal property shall 
be disposed of in the most economical manner consistent with the best interests 
of the Government. 

ce. It is the policy of the Administrator that surplus personal property shall 
be disposed of promptly and in such a manner as to: 

(1) Facilitate production for national defense requirements ; 

(2) Encourage and foster employment opportunities ; 

(3) Strengthen and preserve the competitive position of small business; 

(4) Foster the development of new independent enterprises : 

(5) Discourage monopoly, speculation and restraint of trade: and 

(6) Strengthen and encourage the development and expansion of the educa- 
tion and public-health programs. 

6. Utilization of excess personal property.—a. Surveys and inventory levels. — 
Hach executive agency shall continuously survey personal property under its 
control and shall maintain its inventory of personal property at the absolute 
minimum consistent with economical and efficient conduct of the affairs of the 
agency. 

b. Reassignment of personal property within executive agencies.—Each execu- 
tive agency shall, as far as practicable, reassign personal property within 
activities of the agency when such property is determined to be no longer required 
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for the purposes of the appropriation from which it was purchased or the use to 
which it has been applied, and shall immediately discontinue procurement of 
items for which such property can reasonably be substituted or adapted. 

c. Facilitating transfer of excess property—Each executive agency shall, as 
far as practicable, make available excess personal property and facilitate the 
transfer of such property to other Federal agencies. 

d. Filling requirements from excess property.—EBach executive agency shail, 
as far as practicable, fulfill its requirements for personal property by obtaining 
excess personal property from other Federal agencies pursuant to the provisions 
of this regulation. Consideration shall be given to available excess personal 
property which economically may be substituted or adapted for the intended use. 

e. Legislative and judicial Federal agencies.—Federal agencies in the legis- 
lative and judicial branches are encouraged to report and transfer excess per- 
sonal property, and fill requirements from excess personal property of other 
Federal agencies, in accordance with the provisions of this regulation. In report- 
ing personal property as excess each Federal agency shall comply with the 
provisions of this regulation. 

f. Loan of excess personal property for catastrophe relief —Excess personal 
property, whether or not reported as excess under section 7, may, with the 
approval of an authorized field representative of an agency designated by the 
President under the provisions of the Independent Offices Appropriation Act, 
1950 (or other similar provisions of law), to render assistance in alleviating 
hardship or suffering caused by any catastrophe, be loaned by any holding agency 
to any State or other non-Federal public body for use in alleviating such hardship 
or suffering. Where property so loaned has previously been reported as excess, 
information relating to such loan shall be furnished the General Services Admin- 
istration office to which the report of excess was submitted. 

7. Reporting of excess personal property.—a. Property required to be re- 
ported.—Except for property transferred in accordance with section 8 of this 
regulation, all excess personal property shall be reported promptly as excess as 
provided in this section, subject to exceptions and modifications set forth below. 

b. Personal property covered by other regulations.—The following categories 
of personal property are covered by special regulations, and therefore this regu- 
lation shall apply to them only to the extent not precluded by the provisions of 
such special regulations: 

(1) Typewriting machines (governed by Administrator’s Temporary Regula- 
tion No. 4 and Federal Supply Service Circular Letter B-57, Revised) ; 

(2) Strategie and critical materials (governed by War Assets Administration 
Regulation 17) ; 

(3) Seized, abandoned, and forfeited property (see Bureau of Federal Supply 
Circular Letter B—27, Revised, May 4, 1948; and Federal Register for January 31, 
1948 [13 F. R. 449]: 

(4) Property which, pursuant to Administrator’s Temporary Regulation No. 5, 
has been determined to have no commercial value or of which the estimated cost 
of continued care and handling would exceed the estimated proceeds; 

(5) Excess “related personalty” (governed by General Services Administra- 
tion, Public Buildings Service Circular No. 1, dated March 8, 1950, as amended) ; 

(6) Exeess “airport property” (governed by General Services Administration, 
Public Buildings Service Circular No. 1, dated March 8, 1950, as amended) ; 

(7) Government records (disposal governed by GSA Manual, Disposition of 
Federal Records, National Archives Publication No. 50-3). 

c. Narecotics.—Excess opium and opium derivatives shall be reported in accord- 
ance with the regulations governing strategic and critical materials. Other 
excess narcotics, regardless of quantity, condition, or acquisition cost, shall be 
reported to the Bureau of Narcotics, Department of the Treasury, Washington 
25, D. C., and shall not be disposed of without clearance from that Bureau. In 
the interest of assuring appropriate disposition of such narcotics and avoiding 
illicit traffic therein, the Bureau of Narcotics is willing as an accommodation to 
accept custody and arrange for the disposition of all such narcotics shipped to 
it prepaid in accordance with its shipping instructions. 

d. Reserved materials —Excess reserved materials shall be reported to the 
Atomic Energy Commission, Washington 25, D. C., in accordance with applica- 
ble regulations issued by the Atomic Energy Commission (see 10 C. F. R., pt. 46, 
as amended [14 F. R. 1156]). > 

e. Printing, binding, and blank-book equipment and supplies.—Excess machin- 
ery, equipment, material, and supplies for printing, binding, and blank-book work 
should be reported to the Public Printer for possible transfer, as provided in sec- 
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tion 8 of this regulation, prior to reporting to the Administration under this 
regulation. ‘ 

f. Intangible personal property—Excess intangible personal property shall be 
reported to the Administration, Washington 25, D. C.,and shall not be transferred 
or disposed of without prior approval of the Administration; bonds, notes, or 
other securities authorized to be disposed of by the Secretary of the Treasury 
under section 5 of the act of April 3, 1945 (59 Stat. 48; 31 U. S. C. 741a), in the 
event that such securities shall be deemed to be excess intangible personal prop- 
erty, shall not be reported to the Administration. 

g. General exceptions —The following excess personal property need not be 
reported unless otherwise directed by the Administration : 

(1) All personal property not otherwise specifically provided for in this 
section and having an acquisition cost of less than $100 (consisting of an 
item or group of substantially identical items normally constituting a single- 
line entry on the reporting form) ; 

(2) Perishables; 

(3) Property dangerous to public health or safety; 

(4) Scrap and salvage; 

(5) Aireraft, and aircraft components, parts, and accessories in the cus- 
tody of the Department of Defense; 

(6) Arms, ammunition, and implements of war listed in the currently 
effective proclamation under the Neutrality Act, 22 U. S. C. 452 (i), in the 
custody of the Department of Defense. (See Appendix C.) 

(7) Vessels of 1,500 gross tons or more; 

(8) Animais; 

(9) Used bedding ; 

(10) Used clothing; 

(11) Technical hospital and medical supplies (except narcotics) and 
equipment ; 

(12) Sand, gravel, and stone quarried products ; 

(18) Standing timber and undressed logs; 

(14) Property which may be transferred to other agencies under section 8 
of this regulation: 

(15) Property determined by competent authority to be classified for 
reasons of national security ; 

(16) Fuel oil resulting from stripping of vessels in preparation for lay-up 
by the Federal Maritime Administration of the Department of Commerce. 

Executive agencies having property in the categories specified in this subsection g 
shall, to the fullest extent practicable or economical, solicit Federal agencies 
(including the agencies specified in section 14 of this regulation) known to use 
or distribute such property and, wherever possible, arrange for transfers. If no 
need for such property is found within a reasonable time (which should not, 
unless the interests of Government otherwise require, exceed 60 calendar days 
from date of determination as excess, and should in many cases be considerably 
less than 60 days) holding agencies shall determine such property surplus and 
its disposal will be then governed by sections 16 and 17 of this regulation. Such 
property, however, shall not be determined surplus until the Federal Security 
Administrator has been afforded a period of 10 calendar days in which to deter- 
mine whether the property would be usable and necessary for educational or 
public-health purposes, including research. Property of the Department of De- 
fense shall not be determined to be surplus until screened by the Secretary of 
Defense for usability and need for service educational activities, or, if not so 
designated, until the Federal Security Administrator has been afforded the 
opportunity for screening as above provided. 

h. Property at installations due to be discontinued.—Executive agencies that 
have installations which are due to be discontinued, closed, or abandoned and 
at which there will be excess property shall, unless inadvisable in the interest 
of national security, give informal advance notice of such situations as early 
as possible by letter to the appropriate regional directors of the administration. 
Except in emergencies where time does not permit, excess property subject to 
the reporting requirements of this section shall be reported in sufficient time to 
permit performance of the actions required by this regulation by the agencies’ 
personnel at such locations. In such cases agencies shall state on the report 
the fact that the installation is to be discontinued, the scheduled date for the 
removal of personnel from the location, and the last date when the property 
will be needed. 
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i. Excess personal property on or within excess real property.—Excess related 
personal property, as defined in section 3b (19) of this regulation, shall be re- 
ported to the administration in accordance with General Services Administra- 
tion, Public Building Service Circular No. 1, dated March 8, 1950, as amended. 
Excess personal property other than related personalty, located on or within 
excess real property shall be governed by this regulation. However, the fact 
of location on excess real property shall be noted on the report. 

j. Form and distribution of reports.—Reports of excess personal property re- 
quired by this regulation shall be made on Standard Forms 120, Report of Ex- 
cess Personal Property, and 120, Continuation Sheet, set forth in appendix A 
hereto. (See sec. 23.) Reports required to be submitted to the administration 
shall be submitted as follows: 

(1) Three copies to the appropriate administration field office for the region 
in which the property is located. (For the purposes of this regulation, the 
appropriate field office shall be as specified in appendix B hereto.) 

(2) One copy to the Surplus Materials Procurement Section (S-721), Bureau 
of Supplies and Accounts, Department of the Navy, Washington 25, D. C., the 
designated screening unit for the Department of Defense. 

k. Withdrawals.—Subject to the approval of the administration, or when in 
the interest of national security, reports of excess personal property may be 
withdrawn or corrected by the reporting agency at any time prior to transfer 
to another Federal agency or disposal. Request for withdrawals or notices of 
correction should be addressed to the General Services Administration office to 
which the report of excess personal property was forwarded. 

]. Contractor inventory.—The provisions of this regulation shall not apply 
to contractor inventory except to the extent provided in section 18 of this regu- 
lation. 

8. Transfers without reporting as excess.—Except as otherwise provided by 
section 7 of this regulation, or by other law, each executive agency may, when- 
ever it has information regarding the need of another Federal agency for personal 
property, and unless otherwise directed by the administration, transfer excess 
personal property governed by this regulation directly to other Federal agencies 
without regard to the requirements of section 7 for reporting the property as 
excess. Excess property not transferred in accordance with this section shall 
be subject to the provisions of section 7. 

9. Transfers at fair value; reimbursement.—a. Transfers of excess personal 
property under this regulation to other Federal agencies (including the agencies 
specified in sec. 14 of this regulation) shall be at the fair value thereof (the 
costs specified in sec. 11b chargeable to the transferee agency being additional), 
except that— 

(1) Transfers for redistribution or for disposal as surplus property (except 
as provided in sec. 13 of this regulation) shall be made without transfer of 
funds representing such fair value; and 

(2) Transfers may be made without reimbursement or transfer of funds when 
so authorized by any law approved subsequent to June 21, 1944. 

b. Unless directed otherwise by the administration, fair value of excess per- 
sonal property under this regulation shall be determined by the holding agency 
by using the following formula which the administrator has determined will 
promote utilization and takes into consideration the other costs which trans- 
feree agencies will incur: 


Percentage of 
current deliv- 
ered market 
price new (or 
original acqui- 
sition cost) 


Condition 








eee eee 
Without repair 

NOL Se degaleiiad dabeite sale ES cctpiagbe eel Minor repairs required 
D—All other 








1 No charge. 


c. Fair value code definitions: 
A—“New—excellent” means unused personal property, ready for use in a con- 
dition identical with new items delivered by a supplier. 
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B—“Usable—without repair” means personal property which has been used 
and requires no reconditioning or repair; and personal property which, although 
unused and requiring no reconditioning or repair, does not qualify for code A. 

C—“Usable—ininor repairs required” means personal property requiring minor 
repairs, to put into usable condition, whether used or unused. 

D—"All other” means personal property requiring major repairs, conversion 
or rehabilitation, and all other items which through deterioration, obsolescence, 
or other factors do not fit in codes A, B, or C and include scrap and salvage. 

d. The preferred base for determining fair value is the current market deliv- 
ered price of a new similar item in the commercial area serving the holding 
agency. There are various sources for determining such prices, such as— 

(1) The Federal Supply Service, General Services Administration, zone 
price lists; 
(2) Federal supply schedule prices ; 
(3) Manufacturers’ catalogs, price lists, and discount sheets; and 
(4) Local suppliers. 
If obtaining such pricing information is impracticable the holding agency may 
use actual or estimated original acqyisition cost. 

e. In determining fair value pursuant to the formula in subsection b of this 
section, where doubt arises as to which fair value code applies to an item, prefer- 
ence should be given to that fair value code which will facilitate and encourage 
maximum utilization by other Federal agencies. Where application of the above 
formula will not achieve the intended purpose because of special circumstances 
or the peculiar nature of the property, the holding agency may use other criteria 
for arriving at fair value if approved or directed by the General Services Admin- 
istration regional director for the area in which the property is located, or his 
designated representative. Where circumstances warrant, and the agencies 
concerned agree thereto, fair value prices higher than those arrived at by use 
of the formula specified in subsection b of this section may be used. 

f. Disagreement between agencies as to the fair value shall be referred for 
final determination to the General Services Administration regional director for 
the area in which the property is located, or his designated representative. 

10. Suspension of procurement; retention of custody.—a. Executive agencies 
shall when directed by the Administrator, suspend procurement of new items 
when excess personal property of the same type or of a type which may reason- 
ably be adapted or substituted is available for transfer. 

b. Pending transfer of excess personal property, the Administration may direct 
the holding agency to retain custody of property, or order custody of whole or 
part transferred to facilities of other executive agencies. 

11. Cost of care and handling.—a. Each holding agency shall be responsible 
for performing care and handling of excess personal property pending disposition. 

b. Each holding agency shall bear the cost of care and handling. The costs 
incurred incident to transfer, including packing, preparation for shipment, load- 
ing, and transportation, shall be borne by the transferee agency ; and where such 
costs are incurred by the holding agency they shall be reimbursed by the transferee 
agency upon appropriate billing, unless, because of the amount involved, it is 
uneconomical or impractical so to do. 

12.. Proceeds.—Each holding agency shall be responsible for billing and col- 
lecting the fair value of excess personal property transferred by it to other 
agencies, and shall deposit all such proceeds into the Treasury as miscellaneous 
receipts except as authorized by law enacted subsequent to June 30, 1949; and 
except that where the property transferred was acquired by the use of funds 
either not appropriated from the general fund of the Treasury or appropriated 
therefrom but by law reimbursable from assessment, tax, or other revenue or 
receipts, then the net proceeds of the transfer shall be credited to the reimbursable 
fund or appropriation or paid to the Federal agency which determined the prop- 
erty to be excess. Where the agency which determined the property to be excess 
deems it uneconomical or impractical to ascertain the amount of net proceeds, 
such proceeds shall be credited to miscellaneous receipts. 

13. Transfer for redistribution—a. Any organizational unit of the Adminis- 
tration authorized to perform redistribution functions is authorized to make 
necessary arrangements for the transfer to it for redistribution of available ex- 
cess personal property in the custody of any Federal agency. 

b. Where items included in the Federal Supply Service Store Stock Catalog 
are reported as excess. the Administration may take physical custody for pur- 
poses of redistribution of snch items that are in suitable condition, as deter- 
mined by the Administration, for redistribution within the Federal Govern- 
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ment. Items not included in the Store Stock Catalog and reported as excess, 
which the Administration determines are in suitable condition for redistribution 
within the Federal Government, shall be retained by the holding agency until 
such time as redistribution is directed by the Administration. 

ce. Transfers of excess personal property for redistribution shall be made 
without transfer of funds representing fair value. Where such property was 
acquired by use of reimbursable funds or appropriations, the net proceeds of 
the transfer, as determined by the redistributing agency, shall be paid or credited 
to the transferring agency, when redistribution occurs, or prior thereto as de- 
termined by the redistributing agency. Where the agency which determined 
the property to be excess deems it uneconomical or impractical to ascertain the 
amount of net proceeds, such proceeds shall be credited to miscellaneous receipts. 

d. Exess personal property items identical to or readily interchangeable with 
the types listed in the General Services Administration, Federal Supply Service 
Store Stock Catalog and transferred to the Administration for redistribution 
may be made available to the agencies specified in section 14 of this regulation 
through the stores program of the Administration at prices to be determined 
by the Administration. é 

14. Obtaining excess personal property.—a. Federal agencies, the Senate, the 
House of Representatives, the Architect of the Capitol, and any activities under 
his direction, the District of Columbia. and mixed ownership corporations (as 
defined in the Government Corporation Control Act) may obtain information 
regarding the availability of excess personal property through the following: 

(1) Direct exchange of information between agencies pursuant to sections 7g 
and 8 of this regulation ; 

(2) The examination of reports of excess personal property available in Ad- 
ministration field offices listed in appendix B hereto; 

(3) Notification by personal contact by the Administration; and 

(4) Circularization of lists of selected items by the Administration. Such 
circularization will not relieve executive agencies of the responsibility for 
screening. where practicable, reports of excess personal property of other Fed- 
eral agencies available in field offices of the Administration; or of utilizing ex- 
cess personal property of other Federal agencies, not reported, known to be 
available. 

b. On direct transfers pursuant to sections 7g and 8 of this regulation, pur- 
chase orders shall be submitted directly to the holding agency; a copy need not 
be furnished to the Administration. 

ec. Agencies desiring all other excess items not covered by subsection-b imme- 
diately above shall forward purchase orders (four copies) to the appropriate 
Administration field office listed in appendix B hereto for the region where the 
property is located. Purchase orders shall show, where such information is 
available, the number of the applicable report or circular on which the property 
is listed as excess, the name of the holding agency, location of property, the 
item numbers and property desired, the fair value unit price and total amount. 
Purchase orders will ordinarily be approved by the Administration on a “first 
come, first served” basis, but when advisable other factors will be taken into con- 
sideration, such as national defense requirements, transportation costs, urgency 
of need, and equitable distribution. The Department of Defense shall notify 
the appropriate Administration field office of its intent, either through the 
submission of a purchase order or a release of the property, as promptly as pos- 
sible but in no event later than 30 days from the date of the report of excess. 
A copy of each approved or disapproved purchase order will be returned to the 
ordering agency by the Administration field office with appropriate notation. 
Two copies of approved orders will be appropriately noted and transmitted by 
the Administration field office to the holding agency for transfer action. Bill- 
ing by the holding agency for such approved orders shall be accomplished in 
accordance with sections 11 and 12 of this regulation. 

d. Purchase orders specifying transfers without reimbursement or trans- 
fer of funds for fair value shall cite the autbority therefor. 

15. Determination of excess personal property as surplus.—Excess property 
reported to the Administration, and not transferred to other agencies, shall be 
deemed surplus only when released by the Administration. Property so re- 
ported will be released for disposal as surplus at the earliest possible time con- 
sistent with utilization objectives. Prior to release as surplus, the Administra- 
tion shall afford the Federal Security Administrator 10 calendar days within 
which to determine whether the property covered by such report would be usable 
and necessary for educational or public-health purposes, including research. 
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16. Disposal of surplus personal property by donation.—a. Scope.—This sec- 
tion implements section 203 (j) of the act, providing for the donation of certain 
surplus property to educational and public-health institutions and service educa- 
tional activities. It does not pertain to the abandonment, destruction, or dona- 
tion to public bodies, under section 202 (h) of the act, of property which has 
no commercial value or of which the estimated cost of continued care and 
handling would exceed the estimated proceeds (covered by General Services 
Administration Temporary Regulation No. 5). 

b. Needs of Federal agencies paramount.—Any need for personal property ex- 
pressed by any Federal agency (including the agencies specified in sec. 14 of this 
regulation) shall be paramount to any educational use determination or alloca- 
tion by the Federal Security Administrator or the Secretary of Defense, if such 
need shall be made known to the holding agency prior to shipment or delivery 
to donees pursuant to this section. 

ce. Donation to service educational activities —(1) Screening bu Secretary of 
Defense-—(a) In reporting excess personal property of the Department of 
Defense to the. Administration, the Secretary of Defense shall designate, by 
appropriate notation on each report, any items of donable property which he 
determines, subject to utilization by Federal agencies in accordance with sub- 
section b of this section, to be usable and necessary for service educational 
activities. Donable property not so designated shall be deemed to have been 
determined by the Secretary of Defense not to be usable and necessary for 
service educational activities, and, subject to utilization by Federal agencies, 
shall be available for screening by the Federal Security Administrator in ac- 
cordance with this section. (b) With respect to excess property of the Depart- 
ment of Defense not required to be reported to the Administration, the Secretary 
of Defense shall determine the items of donable property that are usable and 
necessary for service educational activities, subject to utilization by Federal 
agencies, prior to determination as surplus. 

(2) Allocations and transfers by Secretary of Defense-——Donable property 
which has been designated and determined by the Secretary of Defense to be 
usable and necessary for service educational activities shall, unless otherwise 
directed by the Administrator, be available for allocation by the Secretary of 
Defense when determined surplus in accordance with sections 7g and 15 of 
this regulation, and may thereafter be donated to eligible applicants. Applica- 
tions to be submitted by service educational activities shall be in such form as 
may be prescribed by the Secretary of Defense. 

da. Donation to educational and public-health institutions —(1) Responsibility 
of Federal Security Administrator.—Both nationally and by areas. the Federal 
Security Administrator shall determine the over-all requirements of educational 
and public-health institutions for donable property on the basis of needs and 
utilization. Instructions for use of such institutions in obtaining donable prop- 
erty, including terms and conditions, shall be as prescribed by the Federal 
Security Administrator. 

(2) Cooperation of holding agencies —Holding agencies shall cooperate with 
the Federal Security Administrator in locating donable property. Upon rea- 
sonable request, holding agencies shall make available to the Federal Security 
Administrator complete information regarding the quantity, description. condi- 
tion, and lceation of donable personal property in their inventories. However, 
nothing in this paragraph shall be deemed to require holding agencies to pre- 
pare or mail reports or listings of such property not otherwise required. 

(3) Screening by Federal Security Administrator—In order to locate donable 
property which is usable and necessary for educational or public-health pur- 
poses, including research, the Federal Security Administrator shall be permitted 
to screen, at appropriate times, holding agencies’ excess personal property (and 
lists and records thereof, when available) not required to be reported to the 
Administration under this regulation, excent categories of pronerty set forth 
in section Tg (2), (8) (6), and (15). The Federal Security Administrator also 
shall be permitted to screen at appropriate times, in Administration field offices, 
reports of excess personal property submitted by holding agencies under this 
regulation. 

(4) Determination by Federal Security Administrator—The Federal Secn- 
rity Administrator may determine that any excess donable property screened 
pursuant to paragraph (3) above is usable and necessary for educational or 
public-health purposes, including research, subiect to the provisions of section 
16¢e. Each such determination shall he made within the 10-day period specified 
in section 7g and 15 of this regulation and shall be submitted in triplicate to 
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the appropriate field office of the Administration, as listed in appendix B, with 
one additional copy submitted to the holding agency. If donation of the prop- 
erty covered by the determination is approved by the Administration, one copy 
showing such approval shall be transmitted to the office of the Federal Security 
Agency which submitted the determination, and one copy to the holding agency, 
which shall be the authority of the holding agency to hold such property for 
donation to educational or public-health institutions for.a period not to exceed 
40 calendar days from date of the determination by the Federal Security Ad- 
ministrator. If the donation of any property covered by such determination is 
disapproved by the Administration, in whole or part, notice of such disapproval 
shall be forwarded to the office of the Federal Security Agency which submitted 
the determination, and a copy of such determination with appropriate nota- 
tion shall be forwarded to the holding agency with instructions for disposition 
of the property covered by such disapproval. 

(5) Allocation by Federal Security Administrator —The Federal Security 
Administrator may allocate to educational or public-health institutions such 
donable property, approved by the Administration for donation, as to which a 
determination has been made pursuant to paragraph (4) above. Applications 
from educational or public-health institutions shall adequately describe the 
donable property applied for, supply shipping instructions, provide that the 
applicant agrees to pay, and certify that funds are available to pay the costs 
of care and handling incurred incident to donation, including packing, prepara- 
tion for shipment, shipping, loading, and transporting such property. Such 
application shall not require shipment of unreasonably small quantities. The 
Federal Security Administrator shall endorse such application with a certifica- 
tion in the following form: 

Pursuant to the Federal Property and Administrative Services Act of 
1949, Public Law 152, Kighty-first Congress, and regulations promulgated 
thereunder, the Federal Security Administrator certifies that he has deter- 
mined that the property herein requested is usable and necessary for edu- 
‘ational or public-health purposes, including research; that it is hereby 
allocated to the applicant on the basis of needs and utilization; and that 
the applicant is eligible to receive such property in accordance with said 
act. 

The original and two copies of the certified application (or less if mutually 
agreed upon) shall be transmitted to the holding agency by the Federal Security 
Administrator. 

(6) Donation and shipment by holding agencics.—Upon receipt, within the 
40-day period prescribed by paragraph d(4) of this section, of a properly certi- 
fied application for donable property, the holding agency shall donate and 
promptly ship or deliver the property covered thereby in accordance with the 
shipping instructions contained in such application. If such certified applica- 
tion is not received within the 40-day period prescribed by paragraph (4) 
of this section, it may be disposed of as surplus in accordance with section 17 
of this regulation. The holding agency may, however, under appropriate cir- 
cumstances, recognize certified applications received after the expiration of 
such period. 

e. Delegations of authority —Pursuant to section 205 (d) of the act, authority 
is hereby delegated, to the heads of all executive agencies, with full power of 
redelegation, to donate and to execute transfers and deliveries of donable prop- 
erty in accordance with this section. 

17. Disposal of surplus personal property other than by donation.—a. Re- 
sponsibility for disposal—Each holding agency shall, except as otherwise pro- 
vided in this regulation or other order of the Administrator, dispose of surplus 
personal property in its possession in-accordance with this regulation. 

b. Care and handling pending disposal._—Pending disposal, each holding agency 
shall be responsible for performing, and bear the cost of, care and handling of 
surplus personal property. ; 

ec. Disposal methods and procedures.—(1) Gencral.—Except as provided in 
sections 7 and 16 of this regulation, holding agencies shall dispose of surplus 
personal property in accordance with this section. 

(2) Competitive bid sales —Holding agencies shall, except as otherwise pro- 
vided by this section, sell surplus personal property by competitive bid sale 
after advertising, in accordance with this section. Competitive bid sales shall 
include the following: 
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(a) Sealed bid sales.—In sealed bid sales, bidders shall be required to submit 
to the office designated for receipt and opening of bids, sealed written bids on 
authorized bid forms for public opening at a time and place designated. 

(b) Spot bid sales.—In spot bid sales, held after advertising in accordance 
with this section, bidders shall be furnished with bid forms in advance of the 
bidding, a bid form to be used for each lot or unit to be separately sold. Re- 
quests for bids on items offered for sale shall be made by the official in charge. 
In requesting bids, the official in charge shall announce the item, its identifica- 
tion number, and a brief description of the item or lot. The right to reject all 
such bids shall be reserved in the terms of sale; and lots for which all bids 
have been rejected may be reoffered at the same sale in order to secure an ac- 
ceptable bid price. Awards shall be made or bids rejected immediately follow- 
ing the offering of the item or lot. The bids at spot bid sales shall not be dis- 
closed except at the announcement of award for any item or lot. Where mailed 
written bids at spot bid sales are permitted, they shall be sealed and not dis- 
closed except at the announcement of award. Bidders may be required to regis- 
ter in advance of the sale. Any special conditions of sale shall be issued in 
printed form to everyone attending the sale. Final payment on such sales must 
be by cash, certified check, cashier's check, bank draft, express or postal money 
order, payable to the Treasurer of the United States, except as provided in 
paragraphs d (4) and d (6) of this section. Deposits shall be in similar form or 
in such other form of security as may be acceptable to the contracting officer, 

(c) Auction sales.—Sales of surplus personal property by holding agencies may 
be made by public auction. Such sales may be made either by qualified personnel 
of holding agencies, or public auctioneers when authorized. Terms and condi- 
tions of sale shall be announced by the person conducting the auction, imme- 
diately prior to commencement of the sale. Final payment on such sales must 
be by cash, certified check, cashier's check, bank draft, express or postal money 
order, payable to the Treasurer of the United States, except as provided in 
paragraphs d (4) and d (6) of this section. Deposits shall be in similar form 
or in such other form of security as may be acceptable to the contracting officer. 
Such offerings must reserve in the Government the right to accept or reject any 
or all bids. Lots for which all offers have been rejected may re reoffered later 
at the same sale to secure acceptable bids. 

(3) Advertising.—(a) General—Adequate public notice of offering of sur- 
plus personal property for sale shall be given. Except where the nature or con- 
dition of the property does not permit, advertising shall be made in sufficient 
time previous to sale to permit full and free competition. The extent of solici- 
tation shall have due regard to the quantity and type of property to be sold, the 
logical market for disposal, the type of sale contemplated, and the public inter- 
est. Each public notice of offering of surplus personal property for sale shall 
include the following statement: ‘This property has been screened against the 
known defense requirements of the Federal Government.” Three copies of all 
invitations or other offering literature shall be transmitted, at the time of offer- 
ing, to the appropriate Administration field office for the region in which the 
property is located. 

(b) Sealed bid sales.—In the case of sealed bid sales, advertising shail be by 
distribution of written invitations for bids (including public posting thereof 
and may be supplemented by newspaper or trade journal advertising (ordered 
in accordance with existing law) where advisable. 

(c) Spot bid sales.—Advertising in the case of spot bid sales shall be by writ- 
ten invitation for bids or other appropriate written notice (including publie 
posting thereof). Notice of such sales may also be given appropriate newspaper 
or trade journal advertising (ordered in accordance with existing law) where 
advisable. 

(d) Auction sales.—In the case of auction sales, newspaper or trade journal 
advertising ordinarily should be employed (ordered in accordance with exist- 
ing law) in addition to other written notice deemed appropriate. 

(4) Lotting—To the extent practicable, and consonant with the type of 
property and usual commercial practice, property offered for sale shall be as- 
sembled into reasonably sized lots of like or similar categories of items. 

(5) Inspection by bidders.—Sufficient time prior to the date for submission 
of bids shall be allowed to permit inspection by potential purchasers. 

(6) Negotiations —Holding agencies may sell surplus property by negotiated 
sale where— 

(a) The reasonable recovery value involved in any case does not exceed 
$500 ; 
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(b) The property is such a hazard to health or property as to require 
immediate disposition ; 

(c) The property will spoil or deteriorate so rapidly as to require immediate 

disposition ; 

(d) After adequate advertising as required by paragraph ec (3) of this 
section, no acceptable bids have been received; provided, that all respon- 
sible bidders who responded to the previous advertising shall be offered 
an opportunity to participate in the negotiations; 

(e) Authorized under paragraph c (10) of this section; 

(f) Otherwise authorized by law; or 

(g) Authorized by the Administrator. 

Written justification for negotiated sales in excess of $500 shall be prepared 
and filed with the record of disposal in each case. Agencies making sales by ne- 
gotiation shall secure competition to the maximum extent feasible under the 
circumstances. 

(7) Reviewing authority—Approval by a reviewing authority of each holding 
agency shall be required for each proposed award involving the type of sale and 
acquisition cost (actual or estimated) of property as follows: 

(a) By negotiation—$1,000 or more; 

(b) By competitive bid sale—$10,000 or more. 

(8) Dangerous property.—No prorerty shall be disposed of that is dangerous 
to public health or safety without rendering innocuous such property or provid- 
ing adequate safeguards therefor. 

(9) Property controlled by other law.—No property shall be disposed of in 
violation of any other applicable law. 

(10) Sales for catastrophe relief.—Surplus personal property may, with the 
approval of an authorized field representative of an agency designated by the 
President under the provisions of the Independent Offices Appropriation Act, 
1950 (or other similar provisions of law) to render assistance in alleviating 
hardship or suffering caused by any catastrophe, be disposed of by the holding 
agency through negotiated sale to any State or other non-Federal public body 
which is in possession (see sec. 6f of this regulation), without regard to the 
provisions of this regulation relating to donation for educational and public- 
health purposes. 

(11) Sales to Government employees.—Holding agencies shall not sell surplus 
personal property to persons known to be officers or employees of the Federal 
Government, except to the extent determined by the heads of such agencies to 
be in the best interest of the Government, and under procedures and safe- 
guards, prescribed by the heads of such agencies, adequate to preclude collu- 
sion and fraud. 

d. Terms and conditions of sale-—(1) Promulgation of standard form of sales 
contract and continuation sheet.—Standard Form 114, “Sale of Government 
Property, Invitation, Bid, and Acceptance” and Standard Form 114a, “Continu- 
ation Sheet,” as set forth in appendixes D and EK, are hereby prescribed for use 
by execlutive agencies in connection with contracts for the sale of Government- 
owned personal property. (See sec. 23.) These forms may be used for sealed 
bid sales and, with appropriate modification, for other competitive bid sales 
and negotiated sales. 

(2) Special conditions.—Additional terms, conditions, and instructions con- 
sidered necessary, May be incorporated in invitations in which these forms are 
used, and changes in the general sale terms and conditions may be made, where 
necessary, by so providing in the invitations. (Changes in Standard Form 114 
itself are not authorized by this paragraph.) 

(3) Government as shipper.—The Government shall not be shown as shipper 
on collect commercial bills of lading in the case of sale of surplus property 
unless under the terms and conditions of sale the Government is obligated 
to load the property on the carrier’s conveyance, 

(4) Credit—When approved by the head of a holding agency or his designee, 
any holding agency may provide for sale of surplus personal property on credit 
where deemed necessary or desirable in furtherance of the basic policy objectives 
set forth in section 5c herein or in the best interests of the Government. In 
such cases, the terms and conditions of sale shall specifically provide therefor. 

(5) Deposits —Subject to paragraph (6) immediately below, deposits in 
eonnection with bids on surplus personal property may be required where the 
head of the holding agency deems such action necessary or desirable in further- 
ance of the objectives of this regulation or in the best interests of the Govern- 
ment. 
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(6) State and local governments.—In the case of sales to State and local 
governments and instrumentalities thereof, the requirements of bid deposit and 
payment for property prior to removal may be waived to the extent that com- 
pliance therewith is precluded by laws applicable to such governments, or where 
otherwise deemed in the best interest of the Government. 

e. Agricultural commodities, foods processed therefrom, and cotton and woolen 
goods.— (1) Disposal by holding agencies—Surplus agricultural commodities, 
surplus foods processed from agricultural commodities, and surplus cotton or 
woolen goods may be disposed of by the holding agency in accordance with this 
section, without reference to the Department of Agriculture, in the following 
instances: 

(a) Where the quantity of such commodity or product in any one location 
has an acquisition cost not in excess of $5,000; or 

(b) Where such commodity or product must be disposed of immediately to 
prevent spoilage; or 

(c) Where the quantity to be sold during any month has an acquisition cost 
not in excess of: 

(i) Raw cotton, wheat and other grains, flour, leaf tobacco, and cotton 
or woolen goods-—$300,000 ; 

(ii) Meat, poultry and poultry products, peanuts and other fats and oils— 
$50,000 ; 

(iii) All other agricultural commodities, and foods processed from agri- 
cultural commodities—$25 000. 

(2) Required reference to the Department of Agriculture——With respect to 
quantities of surplus agricultural commodities, surplus foods processed from 
agricultural commodities, and surplus cotton or woolen goods, in excess of the 
amounts specified in subparagraph (1) (c) immediately above, holding agencies 
shall obtain from the Administrator, Production and Marketing Administration, 
Department of Agriculture (designated for this purpose by the Secretary of 
Agriculture) : 

(a) A determination, with appropriate instructions, that the commodities or 
products should be transferred to the Department of Agriculture for disposition 
as provided by section 203 (h) of the act; or 

(b) A statement setting forth the conditions and prices which should be 
used by the holding agency in the disposition of the commodities or products. 

(3) Authorization for transfers to Department of Agriculture—Authority is 
hereby delegated, with full power of redelegation, to the heads of all executive 
agencies to execute transfers without charge to the Department of Agriculture 
in accordance with paragraph (2) immediately above. 

f. Disposal of certain vessels by the Secretary of Commerce.—The act pro- 
vides that the Secretary of Commerce shall dispose of surplus vessels of 1,500 
gross tons or more which the Secretary determines to be merchant vessels or 
capable of conversion to merchant use, and such vessels shall be disposed of only 
in accordance with the provisions of the Merchant Marine Act, 1936, as amended, 
and other laws authorizing the sale of such vessels; therefore, such vessels are 
excluded from this section. 

g. Applicability of antitrust laws.—Whenever any holding agency shall becin 
negotiations for the disposition to private interests of property which cost the 
Government $1,000,000 or more, or of patents, processes, techniques, or inventions, 
irrespective of cost, the agency shall promptly notify the Attorney General and 
the Administrator of the proposed disposal and the probable terms or conditions 
thereof; and shall await advice from the Attorney General who will advise 
both the Administrator and the holding agency whether, insofar as he can 
determine, the proposed disposition would tend to create or maintain a situation 
inconsistent with the antitrust laws. In the event that the Attorney General 
advises that the proposed disposition would tend to create or maintain a situation 
inconsistent with the antitrust laws, the holding agency shall solicit further 
instructions from the Administrator before completing any disposition. 

h. Proceeds from disposal.—All proceeds from the disposal of surplus per- 
sonal property shall be covered into the Treasury as miscellaneous receipts, ex- 
cept as otherwise authorized by law enacted subsequent to June 30, 1949, or as 
provided in paragraphs (1), (2), (3) or (4) below: 

(1) Where the property disposed of was acquired by the use of funds either 
not appropriated from the general fund of the Treasury or appropriated there- 
from but by law reimbursable from assessment, tax, or other revenue or receipts, 
then the net proceeds of the disposition shall be credited to the reimbursable 
fund or appropriation or paid to the Federal agency which determined such 





170 CRITICAL MATERIALS AND AIRCRAFT PARTS 


property to be excess: Provided, That the proceeds shall be credited to miscel- 
laneous receipts in any case when the agency which determined the property to 
be excess shall deem it uneconomical or impractical to ascertain the amount of 
net proceeds. 

(2) Any Federal agency disposing of surplus property under this regulation 
(a) may deposit, in a special account with the Treasurer of the United States, 
such amount of the proceeds of such dispositions as it deems necessary to per- 
mit appropriate refunds to purchasers when any disposition is rescinded or 
does not become final, or payments for breach of any warranty, and (b) may 
withdraw therefrom amounts so to be refunded or paid, without regard to the 
origin of the funds withdrawn. 

(3) Where any contract entered into by an executive agency or any sub- 
contract under such contract authorizes the proceeds of any sale of property 
in the custody of the contractor or subcontractor to be credited to the price or 
cost of the work covered by such contract or subcontract, the proceeds of any 
such sale shall be credited in accordance with the contract or subcontract. 

(4) Subject to approval of the Administrator, any executive agency entitled 
to receive cash under any contract covering the sale or other disposition of sur- 
plus property may in its discretion accept, in lieu of cash, any property 
determined by the Munitions Board to be strategic or critical material at the pre- 
vailing market price thereof at the time the cash payment or payments became 
or become due. 

18. Contractor inventory.—a. General.—Subject to the limitations contained 
herein any executive agency may: 

(1) Authorize any contractor with such agency or subcontractor thereunder 
to retain or dispose of any contractor inventory under such orders and directives 
as such agency may prescribe. 

(2) Dispose of contractor inventory. 

b. Utilization.—Prior to disposal or retention by a contractor, each executive 
agency shall provide for the use of contractor inventory within such agency to 
the extent deemed appropriate. In addition, each executive agency shall comply 
with the utilization requirements and procedures of this regulation with respect 
to the following types of contractor inventory : 

(1) Typewriting machines; office furniture, machines, equipment and sup- 
plies; motor vehicles and automotive equipment; printing and binding 
equipment; construction equipment (except hand tools); and all items in- 
cluded in the Federal Supply Service Stock catalog; 

(2) Types of property for which known requirements exist either in the 
contracting agency or other Federal agencies. Contractors shall be kept 
currently advised by the contracting agency of such types; 

(3) Excess property, the quantity or dollar amount of which is substan- 
tially in accordance with criteria established by each agency or as may be 
directed from time to time by the Administration ; 

(4) Reserved materials; 

(5) Narcotics; 

(6) Intangible personal property ; 

(7) Strategic and critical materials; and 

(8) Such other types of property as may, from time to time, be designated 
by the Administration. 

In the case of contractor-owned contractor inventory, compliance with the 
utilization requirements and procedures of this regulation with respect to the 
above-enumerated categories should ordinarily occur prior to exercising the 
applicable option to take over such property. When such compliance discloses 
that an agency will accept transfer of such property, the appropriate agency 
shall take the necessary action to acquire title for the Government. 

c. Retention or disposal by contractors or subcontractors.—After compliance 
with any applicable requirements of subsection b, above, the executive agency 
concerned may authorize the retention or disposal of contractor inventory by a 
contractor or subcontractor in accordance with orders, directives, procedures, 
and review prescribed by such agency, subject to the following limitations: 

(1) Contractor inventory shall not be sold to persons known to be officers or 
employees of the Federal Government, except to the extent determined by the 
heads of the contracting agencies concerned to be in the best interest of the 
Government, and under procedures and safeguards, prescribed by the heads of 
such agencies, adequate to preclude fraud and collusion. 

(2) Disposals of contractor inventory, except as executive agencies shall 
otherwise provide, shall be by competitive sales. 
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(3) Retentions of contractor inventory where such inventory is not offered 
for competitive sale shall be, subject to the terms of the contract, at prices that 
are fair and reasonable and not less than the proceeds that could reasonably be 
expected to be obtained if the property were offered for competitive sale at 
such time. 

(4) Where the original acquisition cost of serviceable material available for 
sale at any one time at any one location is $25,000 or more the contractor shall 
publish a notice of proposed sale a reasonable time in advance of such sale in a 
newspaper of general circulation in the locality in which the property is located. 

(5) Retention or disposal of substantial quantities of material by the con- 
tractor shall be subject to prier approval by the contracting agency in accordance 
with criteria established by that agency or, in the absence of such criteria, when 
the acquisition cost of material available for disposal at any one location is in 
excess of $50,000. 

(6) Whenever a contractor shall begin negotiations for the disposition to 
private interests of property which cost the Government $1,000,000 or more, 
or of patents, processes, techniques, or inventions, irrespective of cost, the 
contracting agency shall compiy with the requirements of section 17g of this 
regulation. 

d. Disposals by executive agencies —When any executive agency authorized 
to effect disposal of contractor inventory under the provisions of subsection ec 
determines that such disposal or retention by a contractor or subcontractor 
cannot be effected upon terms which are advantageous to the Government, such 
property may be disposed of in accordance with the surplus disposal procedures 
of this regulation: Provided, however, That such property may not be donated 
in accordance with section 16 of this regulation unless such donation is specifically 
authorized by regulation or instruction of the exeeutive agency concerned. 

e. Proceeds of sale——The proceeds of the sale of contractor inventory may be 
eredited to the price or cost of the work covered by the applicable contract or 
subcontract where such contract or subcontract so provides. In the absence 
of such provision, such proceeds shall, unless otherwise authorized by law, be 
covered into the Treasury as miscellaneous receipts. 

19. Applicability of Federal excise tares.—Federal manufacturers’ and re 
tailers’ excise taxes are not applicable to the sale or other disposal by the 
Government of surplus personal property or the disposal of contractor inventory. 
Federal manufacturers’ excise taxes do not apply to subsequent saies, including 
uses, by purchasers of Government property and contractor inventory. Federal 
retailers’ excise taxes apply to sujssequent sales but not to subsequent uses by 
the purchasers unless the subsequent sale is made for resale and a certificate 
of resale is obtained. The foregoing does not apply to gasoline, and holding 
agencies shall make appropriate arrangements with the Bureau of Internal 
Revenue with respect to the disposal thereof. Questions relating to the applica- 
bility of Federal excise taxes arising from the disposal of surplus preuperty or 
contractor inventery should be referred to the Burean of Internal Revenue. 

20. Holding agency compliance functions.—Subject to the provisions of subsee 
tion a below, requiring referral of criminal matters to the Department of Justice, 
each holding agency shall perform such investigatory functions as are necessary 
to insure compliance with the provisions of the act and with the regulations, 
orders, directives, and policy statements of the Administrator. Nothing in this 
section should be deemed to affect the jurisdiction of any agency over its own 
personnel or any existing arrangements with the Department of Justice concern- 
ing the handling and prosecution of criminal matters. 

a. Extent of inrestigations—(1) Referral to other Government agencies.— 
All information indicating violations by any person of Federal criminal statutes, 
or violations of section 209 of the act, including but not limited to fraud against 
the Government, mail fraud, bribery, attempted bribery, or criminal collusion, 
shall be referred immediately to the Department of Justice for further investi- 
gation and disposition. Each holding agency shall make available to the De- 
partment of Justice, or to such other governmental investigating agency to which 
the matter may be referred by the Department of Justice, all pertinent informa- 
tion and evidence concerning the indicated violations; shall desist from further 
investigation of the criminal aspects of such matters except upon the request of 
the Department of Justice; and shall cooperate fully with the agency assuming 
final jurisdiction in establishing proof of criminal violations. After making the 
necessary referral to the Department of Justice, inquiries conducted by the hold- 
ing agency compliance organizations shall be limited to obtaining information for 
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administrative purposes. Where irregularities reported or discovered involve 
wrongdoing on the part of individuals holding positions in Government agencies 
other than the agency initiating the investigation, the case shall be reported im- 
mediately to the Administrator for an examination in the premises. 

(2) Compliance reports.—A written report shall be prepared on all compliance 
investigations conducted by each agency compliance organization. Each holding 
agency shall maintain files of all such reports. Until otherwise directed by the 
Administrator, there shall be transmitted promptly to the Administrator one copy 
of any such report which contains information indicating criminality on the 
part of any person or indicating substantial noncompliance with the act or with 
the regulations, orders, directives, and policy statements of the Administrator. 
In transmitting such reports to the Administrator the agency shall set forth the 
action taken or contemplated by the agency to correct the improper conditions 
disclosed by the investigation. Where any matter is referred to the Department 
of Justice, a copy of the letter of referral shall be transmitted to the Admin- 
istrator. 

21. Performance report.—A quarterly performance report shall be submitted 
to the Administrator on Standard Form 121, Quarterly Report of Utilization and 
Disposal of Excess and Surplus Personal Property, as set forth in appendix F. 

22. Records and reports.—Executive agencies shall prepare and maintain such 
records as will show full compliance with the provisions of this regulation and 
with the applicable provisions of the act. Reports shall be prepared and filed 
in such manner and at such times as may be specified by the Administrator. 

23. Standard forms.—a. Sales contract forms.—The use of Standard Forms 
114 and 114a prescribed by section 17d hereof, shall be permissive. Existing 
stocks of agency sales contract forms may be used. Agencies are urged, how- 
ever, to institute the earliest practicable use of these forms in order to obtain 
the experience on which to base recommendations and suggestions for revision. 
Such recommendations and suggestions should be submitted to the Administrator 
prior to the conclusion of 6 months from the effective date of this regulation 
to permit necessary changes to be made prior to making use of the form man- 
datory. 

b. Report forms.—Standard Forms 120, Report of Excess Personal Property; 
120a, continuation sheet; and 121, Quarterly Report of Utilization and Disposal 
of Excess and Surplus Personal Property, prescribed by sections 7j and 20, re- 
spectively, are to be used by all agencies as herein provided. Agencies should 
submit recommendations and suggestions to the Administrator for revision prior 
to the expiration of 6 months from the effective date of this regulation. Pend- 
ing the revision of Standard Form 121, and in order to conform such standard 
form with section 4 of Public Law 754, Eighty-first Congress, agencies shall in- 
clude donations to public-health institutions in section 5a of the form. (See 
appendix F.) ; 

c. Obtaining supplies of standard forms.—The standard forms prescribed by 
this regulation shall be requisitioned from the Government Printing Office. Such 
requisitions should be submitted only by or through the office of each agency au- 
thorized to order printing for such agency. 

24. Authority under other laws.—Actions relating to the utilization of excess, 
or the donation or other disposal of surplus personal property within the scope 
of the authority conferred upon the Administrator by the act shall be taken 
only in accordance with the provisions of this regulation unless otherwise au- 
thorized by the Administrator. 

25. Rescreening of surplus personal property for defense purposes.—a. Any 
surplus personal property, other than excepted property specified in section 7g, 
reported to the Administration by executive agencies (except the Department of 
Defense) but for which no legal disposal commitment had been consummated 
prior to August 25, 1950, shall be reported again as excess in accordance with 
section 7 of this regulation, to permit rescreening for national defense purposes. 
Each such report should be designated at the top thereof, “Resubmission—De- 
fense Screening”; and shall be submitted in three copies to the Administration, 
with a copy to the Surplus Materials Procurement Section, as provided by section 
7j above. Property so reported shall not be available for disposal as surplus 
unless released by the Administration in accordance with section 15. Each 
such executive agency which had in its possession on August 25, 1950, excess 
personal property of the types described in section 7g, which are not required 
to be reported to this Administration, shall resolicit, to the fullest extent practi- 
cable or economical, the Department of Defense and other agencies known to use 
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or distribute such property. The remaining property, after such resolicitation, 
may be disposed of in accordance with the provisions of section 7g. 

b. The Department of Defense shall rescreen for its own requirements all sur- 
plus property in its possession which became surplus prior to August 25, 1950; 
and, when such rescreening has been accomplished, the remaining property may 
be disposed of as surplus. 

26. Agency regulations.—Each executive agency shall file with the Administra- 
tor 25 copies of all regulations, orders, directives, and instructions of general 
applicability which it may issue in furtherance of the provisions, or any of them, 
of this regulation. 

27. Exceptions and deviations.—Exceptions from any portion of this regulation 
and deviations from any mandatory forms prescribed hereby shall be. permit- 
ted only by direction of the Administrator. 

28. Rescission of regulations.—Administrator’s Temporary Regulation No. 2, 
dated July 1, 1949, and amendments thereto, Bureau of Federal Supply Circu- 
lar Letter C-1, Revised, dated July 29, 1948, and supplements thereto, Bureau 
of Federal Supply Circular Letter C-3, dated July 8, 1949, and General Services 
Administration Temporary Regulation No. 6, dated September 13, 1949, are hereby 
rescinded and reference thereto in other regulations or instructions, where appli- 
cable, shall be deemed to be references to this regulation. General Regulation 
No. 1, dated August 18, 1950, insofar as it relates to the disposal of personal 
property, is hereby superseded. 

29. Effective date-——The provisions of this regulation relating to contractor 
inventory and donations to public health institutions, including research, shall 
be effective on November 9, 1950. The remaining provisions of the regulation 
were effective on August 25, 1950, and shall continue in effect. 


RuSSELL ForsBEs, 
Acting Administrator. 
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excess personal property 
eccordance with Persone! Sregestyepapea® Reguletion mS 
and to make ot prior reports. 
Reports shali be cnieaae to property at one location 





property shall not be included on the same report but shall be the 
subject of separate reports. 
Legal restrictions J pe patent) on the power of the holding 
agency to y being reported excess shall be fully 
IL d in t! hed of mate § items. 





7 acingle commodity group, as defined in detailed instructions below. 
y. property, and nonreimbursable 





No. of Pages. Enter here total number of pages in the report. 

1. Report a Insert the serial number of the report and 
any or ay: may 
desire. 


iter (a). 


2. Date Mailed. 
on which ’ 

3. Total Cost. Insert the sum of all amounts shown in column 
(A) of the property listing except that, when reporting an adjustment 
or withdrawal! of a prior report, the net amount by which the “Total 
Cost” of the prior report is increased or decreased shall be entered 
followed, respectively, by the letters “Inc.” or “Dec.” 

4. Type of Report. Indicate the type of report by inserting 
an (X) in the appropriate box. If the report is an amendment or 
withdrawal of a prior report enter the number oad date of mailing 
such prior report in 4A. In preparing such reports observe the 
followi: 

a. If the report amends a prior report, eath line item amended 
shall be restated under its original consecutive line item number 
in column (a) and as it should be in columns (5) through (/) 
b. If the report withdraws in part a prior report the line items 
withdrawn shall be restated in columns (a) through (c) as 
they appeared in the original report. The word ‘‘withdrawn” 
should be written across the remaining columns (d) through (/). 
ec. If the report withdraws in total a prior report the word 
“withdrawn” should be written across columns (a) through (/) 
of the Excess Property List. 

d. The amount by which the “Total Cost" of the prior report 
is imcreased or decreased by the amending or withdrawing 
report shall be entered in box 3 as an “Inc.” or “Dec.” amount, 
respectively. 

5. To. Enter name and address of the executive agency and 
office to which the report, in accordance with Persone! Property 
Management Regulation No. 3 , is to be made. 

6. From. Enter the name and address of the Federal agency or 
department, and bureau, office, or other subdivision making the 


reporting agency 
= the vapor is an amendment or withdrawal of a prior 


repost number shall be entered followed by the 
b), or (ce), ete. to identify the respective successive 
and 





Insert ‘the date the report is mailed (not date 


7. Lecation of Property. Give the warehouse, building, or 
other specific location and the address at which the property is 
located. 

8. Custodian. Enter name, address, and telephone number of 
the custodian of the property. If the property is in the custody of 
another agency enter also the name of such agency 

9. Rail Carrier. Indicate by (X) in appropriate box whether 
location is served by rail carrier. If so, enter name of carrier 
Any clear, commonly understood abbreviation may be used 

10. Further Information Contact. Enter name, titie, ad 
dress, and telephone number of the person who may be contacted 
for further information about the property 

11. Send Purchase Orders To. Give name, address, and tele 
phone number of the person, or office, to whom purchare orders are 
to be sent 

12. If the property is at a location to be abandoned give date for 
such abandonment. If located on excess realty indicate such fact 
by an (X) in the appropriate squere 

13. Reirnbursable. Indicate by (X) in appropriate box whether 
the property is or is not reimbursable and if reimburseble enter the 
e@ppropriation symbol ard title or the name and address of the 
Government corporation to receive the net proceeds from disposition 

14. Contractor Inventory. Indicate whether the property is 
of is not contractor inventory 

15. Report Approved By. Type the name and title of the 
person authorized to approve the report by signature on the 
original copy. 

16. Commodity Group Number. Enter the number of the 
following commodity group to which the property being reported 
belongs. (In cases of uncertainty as to the correct category in 
which to report certain items, the reporting office shall make the 
determination, using its best judgment and such information as 
is available, including a visual inspection when feasibic): 


Cc dity Group De 
Automotive equipment, inchiding trucks, walle, passenger cars, busses. 








jing materials end 
mov ag equpmea: qavigt ase, tractors, eg .culture 
implements 


Reports shal! be submitted in the number of 
Personal Property Management Regulation Ne. 


required by 





ar 
Cudlcnssys Godan Ot nent tools 
Hosp ~ yt —— ~ 
equipment, . and 
oe ees equipment 


Sopot eoctase, including animals, foodstuffs, and related products 
10.. Crude and basic materials, including ores, coal. petroleum, otle, chemicals, 


metals 
H . Muscetlaneous ——, and supphes. 

17. Excess Property List. For the purpose of this list a line 
item of property shall consist of a single unit of property or a 
number of identical units each of which meets the descriptions in 
columns (5) through (e), (g). (4), and (J). 

(e) Item. Enter the consecutive number’ of the line items in 
the report, beginning with number one for the first line item on the 
first page 

For example, if 10 line items are being reported excess and there 
is room for only 6 on the first page of the report they will be given 
consecutive numbers “(1)” through “(6)” on the first page of the 
report and the remaining 4 line items wil! be given consecutive 
numbers “(7)” through “(10)” on the continuation sheet. Leave 
a blank line space across all columns between line items. 

(b) Description. In this column describe each line item in 
commercial terms and in sufficient detail to permit transfer or sale 
without further reference to the holding agency. Stock numbers 
and prefixes, manufacturer's part number, and standard catalog 
reference numbers should be stated. The condition the most 
important components of an item should be noted. Specify the 
type of container or package and the quantities in each 

c Cc. C. Cod The Standard d ci 





code may be entered in this column as additional descriptive 
identification of a line item 

(d) Cond. Code. Enter the appropriate letter and number code 
combination taken from the following code system: 

Meens 
New 1 
Used —reconditioned 2 
Used —usabie without repairs : 
Used — ue required Poor 
Iteme -_ erry a 
possibie value other then es scrap 

If condition of a line item cannot be adequately described by code, 
describe condition in column (b) 

(e) Unit. Enter the unit of measure, such as: Each, pounds, 
tons, dozen, gross, etc. Distinguish between long, short, and 
metric tons. Standard abbreviations may be us 

(1) Number of Units. Enter the quantity of each line item in 
terms of the unit of measure given in column (e) 

(4) Acquisition Cost--Per Unit. Enter the recorded acquisi 
tion cost per unit (Column (¢)). If acquisition cost is not known, 
enter the estimated original cost per unit excluding transportation 
and handling charges incurred after purchase. Identify an esti- 
mated cost by the prefix (E) 

(h) Acquisition Cost—Tota!l. Enter the computed total cost 
of each line item (number of units in column (/) times the cost per 
unit in column (@)) 

(i) Fair Value-—-Code. Insert the following fair value letter 
code which describes the fair value condition of the property 

Code 

a “New —excellent™ 


Code Means 
Excelent 
Good 


Fair Vaiue Condition 
means unused personal property, ready for use in « 
hb bew items dchvered by a supplier. 


her eens property age BS major repairs, convermos, oF 
rehatalitetion, an end al! other items which through deterioration, obso- 
fescen other fectors do not fit Codes A, B, or C amd inctudes scrap 
ent anvemn 

() Fair Value —Per Unit. Enter the fair value per unit deter- 
mined by applying the following percentages to the base price 
(current delivered market price, new; or acquisition cost) arrived 
at in accordance with Personal Property Menagement Regulation 

te Percentage of 

Base Price 
so 


Far Velue 
Code 
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GSA | 
region’ 
No. 


Excess personal property located in— 


APPENDIx B 


Will be reported to— 





Maine, Vermont, New Hampshire, 
Massachusetts, Connecticut, and 
Rhode Island. 

New York, Pennsylvania, New 
Jersey, and Delaware. 


District of Columbia, 
West Mh ae Virginia, 
Rico, and Virgin Islands. 

North Carolina, South Carolina, 
Tennessee, Mississippi, Alabama, 
Georgia, and Florid 

Kentucky, Illinois, W Coonain: Michi- 
gan, Indiana, and Ohio 


Maryland, 
uerto 


Missouri, Kansas, Iowa, Nebraska, 
North Dakota, South Dakota, and 
Minnesota. 

Texas, Louisiana, 
Oklahoma. 


Arkansas, and 


Colorado, Wyoming, Utah, and New 
Mexico. 


California, Arizona, 
Territory of Hawaii. 


Nevada, 


- 
and 


Personal Property Utilization Division, Federal Supply 
Service, General Services Administration, 12 Farns- 
worth St., Boston 12, Mass. 

Personal Property Utilization Division, Federal Supply 
Service, General a ae Administration, 250 Hudson 
St., New York 13, N 

Personal Proverty Utilization Division, Federal Supply 
Service, General Services Administration, 7th and D 
Sts. sw., Washington, D.C. 

Personal Property U tilization Division, Federal Supply 
Service, General Services Administration, 50 Whitehall 
St. SW., Atlanta 3, Ga. 

Personal Propert Utilization Division, Federal Supply 
Service, General Services Administration, 226 W. Jack- 
son Blvd., Chicago 6, Til. 

Personal Property Utilization Division, Federal Supply 
Service, General Services Administration, 700 Fidelity 
Bldg., 911 Walnut St., Kansas City, Mo. 

Personal Property Utilization Division, Federal Supply 
Service, General Services Administration, seventeenth 
Sew, 1114 Commerce 8t., Post Office Box 6030, Dallas, 

ex. 

Personal Property Utilization Division, Federal Supply 
Service, General Services Administration, Denver Fed- 
eral Center, Denver, Colo. 

Personal Property Utilization Division, Federal Supply 
Service, General Services Administration, fifteenth 


Empire Bldg., 100 McAllister St., San Francisco, Calif. 

Personal | Utilization Division, Federal Supply 
Service, General Services Administration, 2400 4th Ave. 
South, Seattle 4, Wash. 


Washington, Oregon, Idaho, Mon- 
tana, and the Territory of Alaska. 








APPENDIx C 
ARMS, AMMUNITION, AND IMPLEMENTS OF WAR 
Proclamation No. 2776 
(March 26, 1948, 13 F. R. 1623) 


EXNUMERATION OF ARMS, AMMUNITION, AND IMPLEMENTS OF WAR 


Whereas section 12 (i) of the joint resolution of Congress approved November 
4, 1939, provides in part as follows (54 Stat. 11; 22 U. S. C. A. 452 (i)); 

“The President is hereby authorized to proclaim upon recommendation of the 
[National Munitions Control] Board from time to time a list of articles which 
shall be considered arms, ammunition, and implements of war for the purposes of 
this section * * *,’ 

Now, therefore, I, Harry S. Truman, President of the United States of 
America, acting under and by virtue of the authority conferred upon me by the 
said joint resolution of Congress, and pursuant to the recommendation of the 
National Munitions Control Board, and in the interest of the foreign-affairs 
functions of the United States, hereby declare and proclaim that the articles 
listed below shall, on and after April 15, 1948, be considered arms, ammunition, 
and implements of war for the purposes of section 12 of the said joint resolution 
of Congress: 

CATEGORY I—SMALI. ARMS AND MACHINE GUNS 


Rifles, carbines, revolvers, pistols, machine pistols, and machine guns (using 


ammunition of caliber .22 or over); barrels, mounts, breech mechanisms, and 
stocks therefor. 


CATEGORY II—ARTILLERY AND PROJECTORS 
Guns, howitzers, cannon, mortars, and rocket launchers (of all calibers), 


military flame throwers, military smoke, gas, or pyrotechnic projectors; barrels, 
mounts, and other components thereof. 
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CATEGORY TII—AMMUNITION 


Ammunition of caliber .22 or over for the arms enumerated under (I) and (II) 
above; cartridge cases, powder bags, bullets, jackets, cores, shells (excluding 
shotgun) ; projectiles and other missiles; percussion caps, fuzes, primers, and 
other detonating devises for such ammunition. 


CATEGORY IV-——-BOMBS, TORPEDOES, AND ROCKETS 


Bombs, torpedoes, grenades, rockets, mines, guided missiles, depth charges, 
and components thereof; apparatus and devices for the handling, control, dis- 
charge, detonation, or detection thereof. 


CATEGORY V—-FIRE-CONTROL EQUIPMENT AND RANGE FINDERS 


Fire-control equipment, range, position and height finders, spotting instru- 
ments, aiming devices (gyroscopic, optic, acoustic, atmospheric, or flash), bomb 
sights, gun sights, and periscopes for the arms, ammunition, and implements of 
war enumerated in this proclamation. 


CATEGORY VI-—TANKS AND ORDNANCE VEHICLES 


Tanks, armed or armored vehicles, armored trains, artillery and small-arms 
repair trucks, military half tracks, tank recovey vehicles, tank destroyers; 
armor plate, turrets, tank engines, tank-tread shoes, tank bogie wheels and 
idlers therefor. a 


CATEGORY VII—POISON GASES AND TOXICOLOGICAL AGENTS 


All military toxicological and lethal agents and gases; military equipment for 
the dissemination and detection thereof and defense therefrom. 


CATEGORY VIII—-PROPELLANTS AND EXPLOSIVES 


Propellants for the articles enumerated in categories III, IV, and VII; mili- 
tary high explosives. 
CATEGORY IX—VESSELS OF WAR 


Vessels of war of all kinds, including amphibious craft, landing craft, naval 
tenders, naval transports and naval patrol craft, armor plate and turrets there- 
for; submarine batteries and nets, and equipment for the laying, detection, and 
detonation of mines. 

CATEGORY X—AIRCRAFT 


Aircraft; components, parts, and accessories therefor. 
CATEGORY XI—MISCELLANEOUS EQUIPMENT 


(a) Military radar equipment, including components thereof, radar counter- 
measures and radar jamming equipment; (b) military stereoscopic plotting and 
photointerpretation equipment; (c) military phototheodolites, telemetering and 
Doeppler equipment; (d) military scvper-high-speed ballistic cameras; (e) mili- 
tary radiosondes; (f) military interference suppression equipment; (g¢) military 
clectronic computing devices; (h) military miniature and subminiature vacuum 
tubes and photoemissive tubes; (i) military armor plate; (j) military steel 
helmets; (k) military pyrotechnics; (1) synthetic training devices for military 
equipment; (m) military ultrasonic generators; (n) all other material used in 
warfare which is classified from the standpoint of military security. 

Effective April 15, 1948, this proclamation shall supersede proclamation 2717, 
dated February 14, 1947 [12 F. R. 1127]. 

(Proc. No. 2549, Apr. 9, 1942, 7 F. R. 2769, 56 Stat. 1948, enumerating 
arms, ammunition, and implements of war was superseded by Proc. No. 2717, 
Feb. 14, 1947, 12 F. R. 1127.) 





CRITICAL MATERIALS AND AIRCRAFT PARTS 


APPENDIX D 





PRESCRIBED BY CENERAL SERVICES SALE OF GOVERNMENT PROPERTY 
scauation wes “ INVITATION, BID, AND ACCEPTANCE 








ADDRESS 








INVITATION 
Sealed bids, in subject to the General Sale Terms and Conditions on the reverse hereof, eng eny 
. special conditions, set forth herein, will be received at ——— 
until _____o'clock _m., 19____, for purchase and removal of Government-owned property listed 


below and on sheets d pages 3 through... 
RE BIDS Wi 1 rr aa 





























TO BE SUPPLIED BY BIDDER 
QUANTITY 
DESCRIPTION AND LOCATION OF PROPERTY : Ulemtere} Ue | Gana | emcsen TOTAL PRICE @HD 
ven Gat BOLLARS cents 








FOR 


CAUTION: INSPECT THE PROPERTY 


























The property described herein may be inspected between the hours of on 
, 19, by contacting 











A bid depos t of ______ percent of the total amount bid, in the form of postal or express money order, or cashier's or certified 
check, or such other form of security as may be acceptable to the contracting officer, made payable to the Treasurer of the United 


States, must accompany the bid. 
Property must be removed by the successful bidder within _______ calendar days after notice of award, unless otherwise specified 


in the description or in cny special condition, time to be computed from the date of mailing or otherwise furnishing said notice. 
B10 Toate 0 OF BID 














In compliance with the above invitation, and subject to all the General Sale Terms and Conditions and any special conditions, 
the undersigned offers and agrees, if this bid be accepted within _______ calendar days (60 calendar days if no period be epeci- 
fied by the bidder) after date of the opening, to purchase any or all of the items described herein upon which prices are quoted, 
at the price set opposite cach item. Bid deposit in the amount of $ is enclosed. 

BIDDER REPRESENTS (Check appropriate boxes) @) That the aggregate number of employees of the bidder and its affilietes is 


L_J 500 or more, \_Jj less than 500. (2) That he 0) has, C) has not, employed or retained a company or person (other than a full- 
time employce) to solicit or secure this contract, and agrees to furnish information relating thereto as requested by the contract ing 
officer 

NAME AND ADORESS OF BIDDER | Street and numéer. city and Stee) SIGNATURE OF PERSON AUTHORIZED TO SIGN THIS BID 














TITLE 








ACCEPTANCE BY THE GOVERNMENT OF THE UNITED STATES OF AMERICA JOATE OF ACCEPTANCE 
ACCEPTED AS TO ITEMS NUMBERED 








TITLE OF CONTRACTING OFFICER E esses OF CONTRACTING OFFICER 





STANDARD FoRM 114 
ust 19 uN 
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APPENDIx E 





STANDARD Form 121 
AUGUST 1 

GY GEMERAL SERVICES ADMINISTRATION 
SONAL PROPERTY MANAGEMENT 
REe@ULAT! wo. 


QUARTERLY REPORT OF UTILIZATION AND DISPOSAL 
OF EXCESS AND SURPLUS PERSONAL PROPERTY 


REPORTING AGENCY 





REPORT FOR QUARTER ENDING 





See instructions on the bottom of this form 








REPORT AMOUNT IH 
DOLLARS Omy 





1. Excess property—Net 
a. Reported to General Services Administration . 


b. Not required to be reported . 


Total. . 


(Acquisition Cost) 











. Excess property transferred out 
a. Without reimbursement . 
b. With reimbursement . 


Total. .. 


(Acquisition Cost) 











. Amount received for excess property reported in 2b above 


(Fair Value) 





Excess property obtained from other agencies with reimbursement . 


(Fair Value) 





Surplus property disposed of 
a. Donated to educational institutions. . 


b. Donated to public bodies . 
c. Abandoned and/or destroyed . 
d. Sold. 

Total. . 


(Acquisition Cost) 

















—-———— 


6. Amount received for surplus property reported in Sd above . 





APPROVED BY (Signature) 





TITLE 








INSTRUCTIONS 


General 
This form shall be used by executive agencies to file the quarterly 
a iad required by Persons! Property Management Regulation 
No 
Reports on this form shall cover all excess and surplus persona! 
property transactions during a calendar quarter and shali be sub- 
— in ~~ to the ey | Property Utilization Division, 
i Services Administration, Wash- 
Jem 5 25, D. c.. during the first month following the end of the 
“a for which rendered. 
Saeh cgeet shall be identified by the name of the reporting 
and the ending dete of the calendar quarter and shal! be 
wen ed Lg an approving officer, showing officia) title and date of 


_ ae of property, i. ¢. acquisition cost, fair value, or sale 
as defined in the above Regulation shal! be reported 

in dollars ‘oly in total. 
Particular 
1. In Section 1 report the net acquisition cost of persona! prop- 


erty determined to be excess and which (a) was reported to 
General Services Administration or (b) waa not required to be 
apuee ~—s the oo for which the report is submitted 
used above means that tie acquisition cost 
pane 5 will = been adjusted to embody the increases and 
decreases brought about by any adjustment or withdrawal actions 
during the querter. This section of the report calls for « break- 


down of the net amount into (a) the net amount of personal 
greversy reported as excess during the quarter on Standard 

rm 120, and (6) the amount of all other personal property 
determined to be excess to the needs of the agency, but which, 
under the provisions of Persone! Property Management Reg 
— No.§ ,does NOT have to be reported on Standard Form 
120. 


2. In Section 2 report the acquisition cost of all excess property 
transferred during the quarter to other Federal* agencies (a) 
without reimbursement and (5) with reimbursement 

3. In section 3 report the reimbursed fair value of excess prop 
erty transferred to other Federal agencies, the acquisition cost of 
which is reported in Section 25 above. Such fair value shall not 
include sny payments for costs incident t. transfer, defined in 
Section 11 of the above Regulation. 

4. In Section 4 report the fair value cost of excess property 
obtained from other Federal agencies. Costs incident to transfer, 
defined in Section 11 of the above Regulation shall not be in- 
cluded in such fair value costs 

5. In Section $ report the acquisition cost of surplus property 
disposed of by: (a) Donation to educations! institutions, (4) 
donation to Public bodies, (c) abandonment and/or destruction, 
and (d) sale: 

6. In Section 6 report the amount recovered from the sale of 
surplus property, the acquisition cost of which is reported in 
Section Sd above 





STANDARD FORM 121 
aveutt we tonon 
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GENERAL SERVICES ADMINISTRATION, 
Washington 25, D. C., March 16, 1951. 


PERSONAL PROPERTY MANAGEMENT REGULATION No. 3, REVISED, SUPPLEMENT No. 1 


To: Heads of Federal agencies. 
Subject: Utilization of Excess Personal Property and Disposal of Surplus Per- 
sonal Property. 


1. Purpose.—This supplement amends Personal Property Management Regula- 
tion No. 3, revised October 9, 1950, in order to— 

a. Provide for the reporting of all excess office furniture, furnishings, and 
equipment, regardless of acquisition cost, unless the condition thereof is such 
that repair or rehabilitation is impossible; and 

b. Increase the allowable time for defense screening. 

2. Change in the reporting requirement for office furniture, furnishings, and 
equipment.—Section 7g (1) of the regulation is amended to read as follows: 

“(1) All personal property not otherwise provided for in this section and 
having an acquisition cost of less than $100 (consisting of an item or group of 
substantially identical items normally constituting a single-line entry on the 
reporting form) ; provided, however, that the following items shall be reported, 
regardless of acquisition cost, unless in such condition as to make repair or 
rehabilitation thereof clearly impossible: 

(a) FSSC class 26 items—Office furniture: 

Bookcases 

Cabinets, wood and metal, for all office purposes including filing 
Cases, transfer, wood and metal 

Chairs and davenports of all types except household 
Costumers and clothes racks, wood and metal 
Cupboards, wood and metal 

Desks of all types except household 

Lockers of wood and metal 

Refrigerators of all types 

Shelving of all types 

Stands, telephone and typewriter, wood and metal 
Stools, wood and metal 

Tables for all office and library purposes, wood and metal 
Trays, desk, wood and metal 

Wardrobes, wood and metal 

(b) FSSC class 54 items—Office machines and equipment: 
Copyholders of all types 
Machines, including covers, for— 

Accounting and posting 
Billing and fanfold 
Computing 
Dictating 
Duplicating 
Numbering 
Payroll 
Recorders, time and wire 
Shaving, dictating-machine cylinder 
Stamping, time clock 
Tabulating 
Transcribing 
Trimming, paper 
Typesetting 
Cases, storage and transfer 
Pencil sharpeners 
Racks, collating, or gathering 
Receptacles, waste, fiber and metal 
Registers, autographic and cash 
Stands, dictionary, pedestal and rotary 
Trays, all types, wood and metal, including desk trays 

(c) FSSC class 27 items—Floor coverings: Rugs for all office purposes 

3. Increase in allowable time for department of Defense screening.—Section 
14c of the regulation is amended to read as follows: 

“e, Agencies desiring all other excess items not covered by subsection b. imme- 
diately above shall forward purchase orders (four copies), for approval, to the 
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appropriate Administration field office listed in appendix B hereto for the region 
where the property is located. Purchase orders shall show, where such informa- 
tion is available, the number of the applicable report or circular on which the 
property is listed as excess, the name of the holding agency, location of property, 
the item numbers and property desired, the fair value unit price, and total amount. 
In approving purchase orders, the Administration will take into consideration 
national defense requirements, emergency needs, eqitable distribution, trans- 
portation costs, and other appropriate factors. If there are no other compelling 
factors, purchase orders will ordinarily be approved on a “first come, first served” 
basis. The Department of Defense shall notify the appropirate Administration 
field office of its interest in property reported by other agencies, either through 
the submission of a purchase order, other instructions, or a release of the prop- 
erty, as promptly as possible, but in no event later than 45 days from the date 
of the report of excess. A copy of each approved or disapproved purchase order 
will be returned to the ordering agency by the Administration field office with 
appropriate notation. Two copies of approved orders will be appropriately noted 
and transmitted by the Administration field office to the holding agency for 
transfer action. Billing by the holding agency for such approved orders shall 
be accomplished in accordance with sections 11 and 12 of this regulation.” 

4. Effective date.—The provisions of this supplement are effective immediately. 

Jess Larson, Administrator. 


GENERAL SERVICES ADMINISTRATION, 
Washington, D. C., June 7, 1952. 


PERSONAL PROPERTY MANAGEMENT REGULATION No. 3, REVISED, SUPPLEMENT No, 2° 


To: Heads of Federal agencies. 
Subject: Utilization of excess personal property and disposal of surplus personal 
property. 

1. Purpose.—This supplement amends Personal Property Management Regula- 
tion No. 3, Revised, October 9, 1950, in order to clarify certain categories of 
excess personal property which need not be reported, to delete other categories, 
and to make additional modifications required to meet changing conditions. 

2. Revised definitions.—a. Section 3b (16) is amended by inserting “, records 
of the Federal Government,” and after the words “real property” in the second 
line. 

b. Section 3b (22) is amended to read as follows: 

“22. ‘Salvage’ means personal property that has some value in excess of 
its basic-material content but which is in such condition that it has no reasonable 
prospect of use for any purpose as a unit (either by the holding or any other 
Federal agency) and its repair or rehabilitation for use as a unit (either by the 
holding or any other Federal agency) is clearly impracticable.” 

8. Use of excess in major disaster relief—Section 6f is amended to read as 
follows: 

“f. Assistance in major disaster relief —Excess personal property, whether or 
not reported as excess under section 7, shall, in accordance with the directions 
of the Housing and Home Finance Administration or of any officer in his agency 
designated by him, be utilized in behalf of, or distributed or loaned to, States and 
local governments, with or without compensation therefor, pursuant to Public 
Law 875, Eighty-first Congress, to provide assistance to such States and local 
yovernments in alleviating suffering and damage resulting from major disasters. 
Surplus equipment and supplies shall similarly be donated to States and local 
governments in accordance with directions of the Housing and Home Finance 
Agency.” 

Section 17¢ (10), covering negotiated sales for catastrophe relief, is deleted 
in its entirety. 

4. Personal property covered by other regulations.—Section 7b (1) is amended 
as follows: 

“(1) Typewriting machines (governed by Personal Property Management Regu- 
lation No. 18) ;”. 

Section 7b (7) pertaining to Government records is deleted. 

5. Changes in categories of excess property which need not be reported to 
GSA,— Section 7g is amended to read as follows: 
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“g. General exceptions——The following excess personal property need not be 
reported unless otherwise directed by the Administration : 

“*(1) All personal property not otherwise provided for in this section and having 
an acquisition cost of less than $100; provided, however, that— 

“(a) Groups of substantially similar or closely related items shall be reported 
if such groups have an acquisition cost of $100 or more, even if individual line 
items may be less than $100 (such as shoes, nails, or screws in different sizes ; 
parts for similar types of machines or equipment) ; 

“(b) The following items shall be reported, regardless of acquisition cost, un- 
less in scrap or salvage condition : 

“F. S. S. C. Class 26 Items—Office Furniture : 

Bookcases 
Cabinets, wood and metal, for all office purposes including filing 
Cases, transfer, wood and metal 
Chairs and davenports of all types except household 
Costumers and clothes racks, wood and metal 
Cupboards, wood and metal 
Desks of all types except household 
Lockers of wood and metal 
Refrigerators of all types 
Shelving of all types 
Stands, telephone and typewriter, wood and metal 
Stools, wood and metal 
Tables for all office and library purposes, wood and metal 
Trays, desk, wood and metal 
Wardrobes, wood and metal 
FSSC class 54 items—Office machines and equipment : 
Copy holders of all types 
Machines, including covers, for: 
Accounting and posting 
Billing and fanfold 
Computing 
Dictating 
Duplicating 
Numbering 
Payroll 
Recorders, time and wire 
Shaving, dictating machine cylinder 
Stamping, time clock 
Tabulating 
Transcribing 
Trimming, paper 
Typesetting 
Cases, storage and transfer 
Pencil sharpeners 
Racks, collating or gathering 
Receptacles, waste, fiber and metal 
Registers, autographic and cash 
Stands, dictionary, pedestal and rotary 
Trays, all types, wood and metal, including desk trays 

FSC class 27 items—Floor coverings: Rugs for all office purposes. 

(2) Perishables; 

(3) Property dangerous to public health and safety ; 

(4) Scrap and salvage, provided that the property is strictly in accordance 
with the definitions for scrap or salvage as specified in section 3 of this regula- 
tion ; 

(5) Arms, ammunition, and implements of war listed in the currently effec- 
tive proclamation under the Neutrality Act, 22 U. 8S. C. 452 (i), im the custody 
of the Department of Defense. (See Appendix C.) However, category X, “Air- 
craft; components, parts, and accessories therefor,” set forth in appendix C 
shall not be construed to include the following excess property, although such 
property falls within the aeronautical property classes of the Department of the 
Air Foree and Department of the Navy: aircraft hardware and bearings; com- 
mercial electrical equipment and supplies ; photographic equipment and supplies ; 
fuel- and oil-handling equipment; special clothing and personal equipment; shop 
and warehouse machinery, tools and equipment; ground servicing motorized and 
nonmotorized vehicles and equipment, including materials-handling vehicles, 





186 CRITICAL MATERIALS AND AIRCRAFT PARTS 


and parts for such vehicles and equipment; aerial delivery equipment, ’paulins, 
protective covers; cordage, leather, and fabric; and general-purpose hardware. 
All property in these categories shall be reported. Further, category XI (a) 
shall not be construed to include radio-communication equipment and parts and 
components therefor, which property shall be reported unless determined by 
competent authority to be classified for reasons of national security. 

(6) Vessels of 1,500 gross tons or more; 

(7) Animals; 

(8) Technical hospital and medical supplies (except narcotics) and equipment. 
The term “technical” shall be construed to mean only items peculiar to hospital 
or medical use. Excess common-use or general-purpose items (such as micro- 
scopes, glassware, blankets, etc.), even though located in hospitals, laboratories, 
or medical depots, shall be reported. 

(9) Sand, gravel, and stone quarried products; 

(10) Standing timber and undressed logs; 

(11) Property which may be transferred to other agencies under section 8 of 
this regulation ; 

(12) Property determined by competent authority to be classified for reasons of 
national security ; , 

(13) Fuel oil resulting from stripping of vessels in preparation for lay-up 
by the Federal Maritime Administration of Department of Commerce. 

(14) Components, parts, and accessories peculiar and applicable only to naval 
vessels of the following categories: Battleships, cruisers, aircraft carriers, de- 
stroyers, and submarines. 

Executive agencies having property in the categories specified in this subsection 
g shall, to the fullest extent practicable or economical, solicit Federal agencies 
(including the agencies specified in section 14 of this regulation) known to use 
or distribute such property and, wherever possible, arrange for transfers. If no 
need for such property is found within a reasonable time (which should not, 
unless the interests of Government otherwise require, exceed 60 calendar days 
from date of determination as excess, and should in many cases be considerably 
less than 60 days) holding agencies shall determine such property surplus and 
its disposal will be then governed by sections 16 and 17 of this regulation. Such 
property, however, shall not be determined surplus until the Federal Security 
Administrator has been afforded a period of 10 calendar days in which to de- 
termine whether the property would be usable and necesary for educational or 
public-health purposes, including research. Property of the Department of 
Defense shall not be determined to be surplus until screened by the Secretary 
of Defense for usability and need for service educational activities, or, if not so 
designated, until the Federal Security Administrator has been afforded the op- 
portunity for screening as above provided. 

6. Distribution of excess reports—Section 7j (2) is amended to read as 
follows: 

*(2) One (1) copy to the Surplus Materials Division (S—-O), Bureau of Sup- 
plies and Accounts, Department of the Navy, Washington 25, D. C., the designated 
screening unit for the Department of Defense.” * 

7. Disposal of surplus by donation.—a. Section 16a is amended by tdding the 
fololwnig at the end of the present paragraph after changing the period at the 
end of the snetence to a semicolon: “nor to donations to States and local Gov- 
ernments as assistance for major disaster relief pursuant to Public Law 875, 
Eighty-first Congress, as referred to in section 6f hereof.” 

b. Section 16d (3) is amended to read: 

“(3) Screening by Federal Security Administrator.—In order to locate donable 
property which is usable and necessary for educational or public-health purposes, 
including research, the Federal Security Administrator shall be permitted to 
screen, at appropriate times, holding agencies’ excess personal property (and 
lists and records thereof, when available) not required to be reported to the 
Administration under this regulation, except categories of property set forth 
in section 7g (2), (8), (5), and (12). However, with respect to property 
covered by section 7g (5) the Department of Defense shall permit the Federal 
Security Administrator to screen nonreportable excess items included in cate- 
gories X and XI of appendix C hereof unless classified for reasons of national 
security, or unless for other reasons such property is determined not to be avail- 
able for donation. The Federal Security Administrator also shall be permitted 
to screen at appropriate times, in Administration field offices, reports of excess 
personal property submitted by holding agencies under this regulation.” 
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8. Implementing regulations.—Section 26 of the regulation requiring executive 
agencies to file copies of their implementing issuances is deleted in its entirety. 

9. Demilitarization of surplus personal property.—No arms, ammunition, or 
implements of war (as listed in appendix C of this regulation) shall be disposed 
of pursuant to this regulation as surplus, either by donation or sale, without 
first demilitarizing such property if such demilitarization is found by a duly 
authorized official of the agency concerned to be in the interest of public health, 
safety, or security. Such demilitarization may include rendering such property 
innocuous, stripping from it any confidential or secret characteristics, or other- 
wise making it unfit for military use. Demilitarization of such property to be 
disposed of shall be accomplished in such manner as to preserve as far as pos- 
sible any civilian utility or commercial value of the property. 

10. Transfers of surplus motor vehicles ——In accordance with governing regu- 
lations, surplus motor vehicles shall be transferred subject to the following re- 
quirements : 

a. Motor vehicles based in the metropolitan area of Washington, D. C., and 
titled in the District of Columbia, shall be transferred as provided in section 4, 
a (c) of Vehicle Title and Registration Regulations for the District of 

lumbia. 

b. Motor vehicles based outside of the metropolitan area of Washington, D. C., 
shall be transferred hy executing Standard Forms 97 and 97a, Certificate of 
Release of a Motor Vehicle. 

11, Rescission,—This supplement rescinds section 2 of supplement No. 1, dated 
March 16,1951... 

12. Effective date.—The provisions of this supplement are effective immedi- 


ately. 
Jess Larson, Administrator. 
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ARMED SERVICES PROCUREMENT REGULATIONS 


(Issued March 1951) 
SECTION XIII. GOVERNMENT PROPERTY 


13-000 Scope of Section. This section sets forth the general policies of the 
Departments with respect to providing property for use by contractors in con- 
nection with military procurement and sets forth applicable contract clauses. 


Part 1—General 


13-100 Scope of Part. This part contains definitions of terms used in this 
Section and a statement of general policy. 

13-101 Definitions. As used in this Section, the following terms have the 
meaning stated below: 

13-101.1 Property. The term “property” includes all physical property, both 
real and personal. For the purpose of this section, it consists of and is treated 
under three separate categories—material, special tooling, and industrial 
facilities. 

13—101.2 Government Property. The term “Government Property” means all 
property owned by or leased to the Government, or acquired by the Government 
under the terms of a contract, except that property to which the Government has 
acquired a lien or title solely as a result of partial, advance, or progress pay- 
ments shall not for the purposes of this section be classified as Government 
Property. With this exception, it includes both Government-furnished prop- 
erty and Contractor-acquired property, which are defined as follows: 

(a) Government-furnished property is property in the possession of or 
acquired directly by the Government and delivered or otherwise made avail- 
able to the Contractor ; and 

(b) Contractor-acquired property is property procured or otherwise pro- 
vided by the Contractor for the performance of a contract, pursuant to the 
terms of which title is vested in the Government. 

The term “provide” as used in this section in such phrases as “Government-pro- 
vided property” and “property provided by the Government” shall include both 
the furnishing by the Government and the acquisition by the Contractor as 
defined in this paragraph 13—101.2. 

13-101.8 Contractor-Furnished Property. The term “Contractor-furnished 
property” means all property used by the contractor in the performance of a 
contract other than Government property as defined in paragraph 13-101.2. 

13—101.4 Material. The term “material” means such property as may be 
incorporated into or attached to the end products to be delivered to the Govern- 
ment or as may be consumed or expended in the performance of a contract. It 
includes, but is not limited to, raw and processed material, parts, components, 
assemblies, expendable small tools, and consumable supplies. 

13—101.5 Special Tooling. The term “special tooling’ means property of such 
specialized nature that its use, without substantial modification or alteration, is 
limited to the production of the particular supplies or the performance of the 
particular services for which acquired or furnished. It includes, but is not 
limited to, jigs, dies, fixtures, molds, patterns, special taps, special gauges, and 
special test equipment. 

13-101.6 Industrial Facility. The term “industrial facility” means prop- 
erty, other than material and special tooling, of use for the performance of a 
contract or subcontract for supplies or services. It includes, but is not limited to, 
real property and rights therein, including buildings, structures and improve- 
ments, and machinery, equipment, furniture, vehicles, and machine tools and 
other production equipment. 

13-101.7 Non-Severable Industrial Facility. The term “non-severable in- 
dustrial facility” means an industrial facility which, after erection or installa- 
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tion, cannot be removed without substantial loss of value or damage thereto, 
or to the premises where installed. 

18-101.8 Facilities Contract. The term “facilities contract” means a con- 
tract under which industrial facilities are provided by the Government for use 
in connection with the performance of a separate contract or contracts for sup- 
plies or services. 


13-102 General Policy. 

13-102.1 Materials. It is the general policy of the Armed Services that 
Contractors will furnish all materials required for the performance of Gov- 
ernment contracts. Exceptions to this policy may be made by a procuring ac- 
tivity when it is determined that it will be in the best interest of the Govern- 
ment to furnish materials in a particular case, or with respect to a particular 
type of procurement by reason of economy, standardization, expediting produc- 
tion, or other circumstances. 

13—102.2 Special Tooling. It is the general policy of the Armed Services that 
a Department shall furnish special tooling under its control and determined 
by it to be available, when such furnishing does not interfere with essential 
production or program schedules and the cost of such furnishing is less than the 
cost to the Government of the Contractor acquiring or furnishing new special 
tooling. In determining the cost to the Government of furnishing special tool- 
ing to a Contractor, consideration shall be given to: 

(a) The cost of the preparation of such special tooling and the shipment 
thereof to the plant of the Contractor ; 

(b) The cost of adapting such special tooling to meet the requirements 
of the contract ; 

(ec) The cost incident to any delays which may be occasioned ; and 

(d) The cost of new special tooling. 

13-102.3 Facilities. It is the general policy of the Armed Services that Con- 
tractors will furnish all facilities required for the performance of Govern- 
ment contracts. However, subject to and within the limitations of existing au- 
thority, facilities may be provided by the Government for use by Contractors 
when such providing is considered necessary to meet essential production or 
program schedules, or when otherwise considered by the Secretary of the De- 
partment concerned to be in the best interest of the Government. 

13-103 Control of Government Property. The “Manual for Control of Gov- 
ernment Property in Possession of Contractors”, is Appendix “B” to this regu- 
lation and is incorporated into and made a part thereof. 


SPECIAL TOOLING 


13-104 Effective Date. This section shall be complied with on and after 1 
May 1951, and the contract clauses set forth in this section shall be inserted, 
whenever applicable, in all contracts executed as of a date on or after 1 May 
1951, or with respect to which procurement is initiated on or after 1 April 
1951. Compliance with this section, and the use of the contract clauses set 
forth herein, are authorized from the date of issuance. 


Part 2—Material 


13-200 Scope of Part. This part sets forth policies governing material fur- 
nished by a Department in connection with the performance of contracts for 
supplies or services. 

13-201 Fixed-Price Contracts. Where supplies or services are contracted for 
on a fixed-price basis, material may be furnished to the Contractor by a Depart- 
ment in accordance with the policy stated in 13-102. Where a contract is to 
be entered into as a result of formal advertising, material to be furnished by 
the Government shall be set forth in the Invitation for Bids. At any time after 
a fixed-price contract has been entered into, whether as a result of formal adver- 
tising or negotiation, the contract may be amended by the parties to provide for 
the furnishing of Government material or to increase the amount to be furnished, 
provided the Government receives adequate consideration for such amendment. 
Pursuant to the clause set forth in paragraph 13-502, the Government may de- 
crease the material furnished or to be furnished under the contract, with equit- 
able adjustment, if appropriate, in the delivery terms, price, or other contractual 
provisions affected thereby. When a Contracting Officer determines that a con- 
templated decrease in material would render it inequitable to require perform- 
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ance of the contract, in lieu of issuance of a notice in writing providing for such 
a decrease, he may, in accordance with departmental procedures, terminate the 
contract, in whole or in part, pursuant to the clause entitled ‘“Termination for 
the Convenience of the’ Government.” 

13-202 Cost-Reimbursement Type Contracts. Where supplies or services are 
contracted for on a cost-reimbursement basis, material may be furnished to the 
Contractor by a Department in accordance with the policy stated in 13-102, At 
any time after a cost-reimbursement type contract has been entered into, the 
contract may be amended by the parties to provide for the furnishing of Govern- 
ment material, or to increase or decrease the amount to be furnished under the 
contract, with equitable adjustment, if appropriate, in delivery terms, fixed-fee, 
or other contractual provisions affected thereby. 

13-203 Disposal. Disposal of residual Government material shail be in ac- 
cordance with applicable regulations issued by the Departments pursuant to the 
Federal Property and Administrative Services Act of 1949. 


Part 3—Special Tooling 


13-300 Scope of Part. This part sets forth policies governing the acquisition, 
furnishing and disposition of special tooling required for the performance of 
contracts for supplies or services. 

1 Fixed-Price Procurement—Government-Furnished Special Tooling. 
Where supplies or services are contracted for on a fixed-price basis special tool- 
ing required for performance of the contract may be furnished to the Contractor 
by a Department in accordance with the policy stated in 13-102.2. Where a 
contract is to be entered into as a result of formal advertising, special tooling 
to be furnished by the Government shall be stated in the Invitation for Bids. 
At any time after a fixed-price contract has been entered into, whether as a 
result of formal advertising or negotiation, the contract may be amended by the 
parties to provide for the furnishing by the Government of special tooling, or to 
increase the Government furnished special tooling, provided such furnishing 
or increase is for the benefit of the Government and the Government receives 
adequate consideration for such amendment. Pursuant to the clause set forth 
in paragraph 13-502, the Government may decrease the special tooling furnished 
or to be furnished under the contract, with equitable adjustment, if appropriate, 
in the delivery terms, price, or other contractual provisions affected thereby. 
When a Contracting Officer determines that a contemplated decrease in special 
tooling would render it inequitable to require performance of the contract, in 
lieu of issuance of a notice in writing providing for such a decrease, he may, in 
accordance with departmental procedures, terminate the contract, in whole or 
in part, pursuant to the clause entitled “Termination for the Convenience of the 
Government.” 

13-302 Fixed-Price Procurement—Contractor-Furnished or Acquired Special 
Tooling. Where special tooling required for the performance of a fixed-price 
contract for supplies or services is not furnished by the Government, newly made 
or acquired special tooling may be furnished or acquired by the Contractor 
under one of the following arrangements: 

(a) The contract may provide for the acquisition of such special tooling 
by the Contractor and the delivery thereof to the Government as an end item 
under the contract. In any such case, the rights of the parties in special tooling 
shall be governed by the provisions of the contract and the Schedule. 

(b) Where the contract does not provide for delivery of such special tooling 
as an end item under the contract, such special tooling shall be treated as 
follows: 

(i). To the extent that such special tooling is usable solely for the produe- 
tion of supplies or parts, or for the performance of services, which supplies, 
parts or services are peculiar to the needs of the Government, and the 
entire cost, or a substantial portion of the cost, of such special tooling has 
been taken into account in arriving at the contract price, the clause set forth 
in paragraph 13-504 shall be used. 

(ii) To the extent that such special tooling is usable for the production of 
supplies or parts, or for the performance of services, which are not. peculiar 
to the needs of the Government, there may be taken into account in the 
negotiation of the contract price only such charge for such special tooling 
as is determined to be properly allocable to the particular contract and as is 
determined to constitute a proper consideration for the use thereof. No 
special-tooling clause is prescribed or required with respect to such special 




















CRITICAL MATERIALS AND AIRCRAFT PARTS 191 


tooling. In exceptional cases the head of the procuring activity concerned 
may authorize the contracting officer to take into account the entire cost 
of special tooling that is not usable solely for the production of supplies or 
parts, or the performance of services, which are peculiar to the needs of the 
Government. In such cases the contract clause set forth in paragraph 
138604 shail be appropriately modified to describe the items or categories of 
special tooling covered thereby. oe 

13-303 Fixed-Price Procurement—General Policy on Acquiring Special Tool- 
ing. In deciding whether special tooling should be acquired by the Government 
as a separate end item under the contract or schedule, or in exercising the 
Government’s rights under the special-tooling clause set forth in 13-504, or 
such clause as modified under paragraph 13-302 (b) (ii), the Contracting 
Officer shall take into consideration the following factors: 

(a) The current or probable future need of the Government for the items 
of special tooling involved. 

(b) The residual value of such items. 

(c) Administrative and other expense incident to preparation, handling, 
and. storage of such items. 

(d) The probable cost of reproduction of such items in event of future 
procurement. 

(e) The probable cost of making such items available in the event of 
future procurement, and the probable reduction in price of such future 
procurement. 

(f) The amount offered by the Contractor for the right to retain such 
items. 

13-304 Fixed-Price Procurement—Special Tooling Furnished or Acquired by 
Subcontractors.—In the event the prime contractor enters into subcontracts or 
issues any purchase orders, the performance of which involves the use of special 
tooling to be furnishd or acquired by the subcontractor or vendor, there will be 
included in such subcontracts or purchase orders appropriate provisions to the 
extent required by paragraph (k) (or by alternate paragraph (k)) of the 
special-tooling clause set forth in 13-504 giving the prime contractor rights 
comparable to those granted to the Government by such clause. 

The prime contractor shall exercise his rights in such special tooling for the 
benefit of the Government in accordance with any directions issued by the 
Contracting Officer, who shall be guided by the policies set forth in 13-303. 

13-305 Cost-Reimbursement Type (Government-Furnished Special Tooling). 
Where supplies or services are contracted for on a cost-reimbursement basis, 
special tooling may be furnished to the Contractor by a Department in accordance 
with the policy stated in 13-102.2. At any time after a cost-reimbursement 
type contract has been entered into, the contract may be amended by the parties 
to provide for the furnishing by the Government of special tooling, or to increase 
or decrease the amount to be furnished under the contract, with equitable 
adjustment, if appropriate, in delivery terius, fixed-fec, or other contractual 
provisions affected thereby. Special tooling furnished by the Government or 
acquired. by the Contractor shall be subject to the provisions of the Government 
Property Clause set forth in 13-503. 

13-306 Disposal of Government-Owned Special Tooling. Special tooling fur- 
nished by the Government, or to which the Government has haken title under 
the applicable contract clause, may be disposed of in accordance with applicable 
regulations issued by the Department pursuant to the Federal Property and 
Administrative Services Act of 1949. 


Part 4—Industrial Facilities 


13-400 Scope of Part. This part sets forth policies governing industrial facili- 
ties provided by the Government for use by Contractors in the performance of 
contracts for supplies or services. 

13-401 Award of Supply Contracts. Contracts for supplies or services based 
upon the use of industrial facilities to be provided by the Government should 
not be awarded until the scope and magnitude of the facilities required have been 
determined and authorized by the Department concerned. 

13-402 Separate Facilities Contract. Industrial facilities shall be provided 
only under a facilities contract separate from any related contract for supplies 
or services, except that industrial facilities may be provided under suitable clauses 
Os g | or service contract which incorporates the applicable provisions of 
this Part +: 
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(a) When the cumulative total acquisition cost (actual or estimated) 
of the industrial facilities provided to a Contractor at one plant or general 
location does not exceed $50,000; or 

(b) When the contract is for the performance of construction work; or 

(c) When the contract is for the performance of work within establish- 
ments or installations operated by the Government. 

13-403 Single Facilities Contract. Except as otherwise provided under 13-402 
or unless in accordance with Departmental procedures the Contracting Officer 
determines it to be impracticable, all industrial facilities provided by a procuring 
activity for use by a Contractor at any one plant or general location shall be’ 
governed by a single facilities contract, amended from time to time as necessary, 
covering only the facilities at that plant or general location, except that the 
Contracting Officer may authorize the temporary use of a portion of the facilities 
at a location other than that covered by the contract. Except for such temporary 
use, and except for facilities for the performance of subcontracts under construc- 
tion contracts or under contracts for work within establishments or installations 
operated by the Government, industrial facilities provided to a subcontractor 
shall be provided pursuant to a separate contract or lease between the Government 
and the subcontractor. 

13-404 Reserved. 

13-405 Title. Each facilities contract shall provide that title to all industrial 
facilities furnished to the Contractor shall remain in the Government, and that 
title to industrial facilities acquired by a Contractor the cost of which is reim- 
bursable to the Contractor shall vest in the Government at the earliest prac- 
ticable time. 

13-406 Non-Severable Industrial Facilities. It is the policy of the Armed 
Services that non-severable industrial facilities shall be located on land owned 
or controlled by the Government, unless the head of a procuring activity de- 
termines that such location is not feasible. If the head of a procuring activity 
determines that location on land not owned or controlled by the Government 
is necessary he may authorize such location, subject to the limitations set 
forth in 13-—406.1. 

138-406.1 Non-Disposable Non-Severable Facilities. Non-severable industrial 
facilities which are of such a nature as not to be disposable to third parties 
(other than the Contractor) for commercial or industrial operations, after the 
Government’s need therefor has ceased, may be located on other than Govern- 
ment owned or controlled land only under the following circumstances ; 

(a) the Contractor agrees (toc the extent authorized by law) that he will 
purchase the facilities upon the expiration of the facilities contract, or at 
any time prior thereto, at a price equal to the acquisition cost of the fa- 
cilities less depreciation at the rate or rates specified in the facilities con- 
tract (which rate or rates shall take into consideration the estimated useful 
life of the facilities), or credit an amount equal to such price against any 
amounts due the Contractor under the facilities contract; or 

(b) the estimated useful life of the facilities will not extend beyond the 
expiration of the facilities contract or the completion of the work for which 
the facilities were provided; or 

(c) the Secretary concerned specifically approves other provisions as 
being in the interest of national defense. 

18-406.2 Abandonment of Facilities and Restoration of Premises. The Gov- 
ernment shall have the right to abandon in place all such non-severable indus- 
trial facilities located on land not owned or controlled by it, and in such event 
shall not be subject to any obligation to restore or rehabilitate the premises 
of the Contractor, unless otherwise provided in the contract with the prior 
approval of the head of a procuring activity. The authority of the head of a 
procuring activity to grant such approval shall not be delegated. 

13-407 Right of Contractor to Use. Each facilities contract shall limit the 
right of the Contractor to use the industrial facilities to the performance of 
the contracts specified or otherwise identified in the facilities contract or added 
thereto by amendment. Such use may be without charge to the Contractor, 
provided: 

(a) The Contractor is not thereby placed in a favored competitive position. 

(b) The Government receives adequate consideration through reduced 
cost for the supplies or services or otherwise. Such reduced cost may be 
established in the initial negotiation of new contracts, or by the readjust- 

ment of prices (including fixed-fees and allowable costs) of existing contracts, 
or by price redetermination in the case of negotiated fixed-price contracts where 
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the saving to the Contractor cannot be accurately forecast. When use without 
charge to the Contractor is not advisable because of the competitive aspect, 
administrative difficulties, or other considerations, the contract shall require 
the Contractor to pay a fair and reasonable use charge. Such fair and reason- 
able use charge shall be established on the basis of sound commercial practice, 
including any prevailing commercial rates, and shall be such as to prevent the 
Contractor from obtaining an unfair competitive advantage by reason thereof. 
As to personal property and equipment with respect to which there are no 
prevailing rates, the use charge shall be at the rate of not less than 1% per 
month of the original acquisition cost of such property or equipment. 

13-408 Maintenance. Each facilities contract shall require the Contractor, 
without cost to the Government thereunder, to protect, preserve, maintain and 
repair the facilties provided thereunder, in accordance with sound industrial! prac- 
tice, until relieved of responsibility therefor. However, when authorized by the 
Department concerned, such contract may provide for: 

(a) A specified degree of protection, preservation, maintenance and re- 
pair that is less than sound industrial practice as to any part or parts of 
the facilities as are determined by the Department concerned to be non- 
essential to future utilization of the facilities as a whole; and 

(b) Reimbursement by the Government for the cost of protecting, main- 
taining, preserving and repairing facilities not authorized for use by the 
Contractor ; and 

(c) Reimbursement by the Government for repairs, replacement, and res- 
toration performed by the Contractor when such repairs, replacements and 
restoration are in excess of normal maintenance and are directed or ap- 
proved by the Contracting Officer. 

Nothing in this paragraph shall limit a Contractor's rights with respect to costs 
properly allocable under other contracts. 

13-409 Identification and Records. Each facilities contract under which in- 
dustrial facilities are provided by the Government shall require the contractor, 
without cost to the Government thereunder, to maintain adequate property con- 
trol records and a system of identification of such industrial facilities in accord- 
ance with the provisions of the “Manual for Control of Government Property 
in Possession of Contractors,” as in effect on the date of the contract. Nothing 
in this paragraph shall limit a Contractor's rights with respect to costs properly 
allocable under other contracts. 

13-410 Late Delivery, Diversion and Substitution. Each facilities contract 
shall provide that: 

(a) The Government shall not be liable to the Contractor for damages or 
loss of profit by reason of non-delivery or of any delay in the delivery of 
industrial facilities to be provided by the Government. Provisions for ap- 
propriate equitable adjustment should be made in supply or service con- 
tracts which may be affected by any such non-delivery or delay. 

(b) The Government shall have the right, when it is determined by the 
Depariment concerned to be in the best interest of the Government, to 
direct— 

(i) delivery of any industrial facility or facilities acquired by or 
furnished to the Contractor under the contract to locations other than 
those specified in the contract; and 

(ii) assignment, to the Government or to third parties, of purchase 
orders or subcontracts of the Contractor for any industrial facility 
or facilities covered by the contract. 

Provisions for appropriate equitable adjustment should be made in supply 
or service contracts which may be affected by such changes or modifications. 

(c) The Government shall have the right to furnish any of the industrial 
facilities, in lieu of acquisition thereof by the Contractor. Provisions will 
be made for reimbursement to the Contractor, in such event, of proper costs 
incurred by it in connection with acquiring such facilities, including the 
cost of terminating purchase orders or subcontracts therefor. 

13-411 Risk of Loss or Damage and Liability. Each facilities contract— 

(a) Shall provide that the Contractor shall not be liable for any loss 
or damage to the industrial facilities, or for expenses incidental to such 
loss or damage, except that the Contractor shall be responsible for any 
such loss or damage (including expenses incidental thereto) : 

(i) which results from any risk other than an expected peril as that 
term is defined in 13-502 (f) (i) (B); 
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(ii) which results from a risk expressly required to be insured under 
the facilities contract, but only to the extent of the insurance so 
required to be procured and maintained, or to the extent of insurance 
actually procured and maintained, whichever is greater ; 

(iii) which results from a risk which is in fact covered by insurance 
or for which the Contractor is otherwise reimbursed, but only to the 
extent of such insurance or reimbursement ; 

(iv) which results from willful misconduct or lack of good faith on 
the part of any of the Contractor’s directors or officers, or on the 
part of any of its managers, superintendents, or other equivalent rep- 
resentatives, who has supervision or direction of (A) ail or substan- 
tially all of the contractor's business, or (B) all or substantially all 
of the Contractor’s operations at the industrial facility if such facility 
is a complete plant or unit, or (C) all or substantially all of the Con- 
tractor’s operations at any one plant or separate location in which 
such industrial facilities are installed or located, or (D) any separate 
or complete major industrial operation in connection with which the 
facilities are used; or 

(v) which results from (A) a failure of the Contractor, due to willful 
misconduct or lack of good faith on the part of any of its directors, 
officers, or other representatives mentioned in (iv) above, to maintain 
and administer, in accordance with sound industrial practices, a pro- 
gram for the maintenance, repair, protection and preservation of the 
industrial facilities, so as to assure their full availability and useful- 
ness at all times, or (B) a failure of the Contractor to take all reason- 
able steps to comply with all written directions or instructions which 
the Contracting Officer may prescribe as reasonably necessary for the 
protection of the industrial facilities; 

and may also include additional provisions for liability in specific cases, in 
which case such additional provisions shall be included, or specifically 
referred to, in the general liability clause. 

(b) Shall require the Contractor to hold the Government harmless against 
claims for injury to persons or damage to property of the Contractor or 
others arising from the Contractor's possession or use of the industrial facil- 
ities, provided, however, that so long as there is in effect vue vr more con- 
tracts for supplies or services which require the use of such facilities, the 
provisions of such contracts shall govern the assumption of liability for 
such claims arising out of or related to the performance of each such con- 
tract and involving the possession or use of Government provided indus- 
trial facilities, 

(c) Shall require the Contractor to carry insurance in accordance, with 
section X of this Regulation. 

Where justified by the circumstances of any particular contract, the Depart- 
ment concerned may require the Contractor to assume greater risks than those 
enumerated in subparagraph (a) of this paragraph 13-411. 

13-412 Unusable or Unneeded Facilities. Each facilities contract shall pro- 
vide that within 30 days after any industrial facility is determined by the 
Contractor to be lost, damaged, destroyed, no longer usable, or no longer needed 
for the performance of Government contracts, the Contractor shall notify the 
Contracting Officer thereof. Disposition of such damaged, destroyed, no longer 
usable or no longer needed facilities will be made in accordance with paragraph 
13-415. 

13-413 Termination of Facilities Contracts. 

13-413.1 Termination by the Government. 

(a) Each facilities contract shall provide that the Government shall have 
the right, upon notice, to terminate such contract with respect to all or any 
part of the facilities covered thereby, or to terminate or limit the Contrac- 
tor’s right to use any or all of such facilities. Provisions for equitable 
adjustment should be made in supply or service contracts which may be 
affected by such termination or limitation of right to use. 

(b) A facilities contract shall be terminated by the Department concerned 
when the facilities covered thereby are no longer required for the perform- 
ance of Government contracts, unless such termination is detrimental to 
the Government’s interest. 

13—413.2 Termination by the Contractor. 

(a) Each facilities contract covering Government-furnished facilities shall 
provide that the Contractor shall have the right to terminate the contract at 
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any time, upon reasonable notice, with respect to all such facilities covered 
thereby, or, by agreement with the Contracting Officer, with respect to a 
substantial portion of such facilities. 

(b) Termination at the option of the Contractor shall not relieve the 
Contractor of any of its obligations or liabilities under any supply or service 
contract affected thereby. 

13-414 Standby Provisions. A facilities contract may include appropriate pro- 
visions for maintenance or storage of the industrial facilities, or other suitable 
standby provisions, upon completion or termination in whole or in part of such 
contract or of the Contractor’s right to use any or all of the facilities covered 
thereby. 

13-415 Disposition. Except as to those non-disposable, non-severable indus- 
trial facilities, for which specific provision is made in paragraph 13-406, the 
disposition of industrial facilities shall be in accordance with applicable reg- 
ulations issued by the Departments pursuant to statutory authority. Each 
facilities contract shall provide that within the period specified in the contract 
following the effective date of partial or complete termination, the Contractor 
will account for all facilities with respect to which the contract is terminated. 
Within ninety (90) days after the Contractor accounts for the facilities, the 
Contracting Officer will notify the Contractor as to the disposition thereof. The 
Contractor will be required to prepare, protect, remove or ship the facilities as 
directed by the Contracting Officer. Provision may be made for equitable 
reimbursement to the Contractor for expenses so incurred. If the Contracting 
Officer fails to notify the Contractor as to the disposition of the facilities within 
the ninety (90) day period, herein provided, the Contractor may, upon reason- 
able notice to the Government, remove and store elsewhere at Government risk 
and expense those facilities located within the plant of the Contractor. 


Part 5—Contract Clauses 


13-500 Scope of Part. This part sets forth uniform contract clauses pertain- 
ing to Government Property provided for use in connection with the perform- 
ance of contracts for supplies or services. 

13-501 Applicability. (a) As used in this part, the term “fixed-price contracts 
for supplies or services” shall mean any contract (i) entered into either by 
formal advertising or by negotiation, including purchase orders in an amount 
exceeding $1,000, but excluding letter contracts, letters of intent, preliminary 
notices of award and amendments or modifications to contracts or purchase 
orders; (ii) at a fixed-price (with or without provision for price redetermina- 
tion, escalation, or other form of price adjustment) as covered in paragraphs 
3-402 to 3-404 inclusive of this regulation; and (iii) for supplies or services 
other than the construction, alteration or repair of buildings, bridges, roads, 
or other kinds of real property. 

(b) As used in this part, the term “cost-reimbursement type contract for 
supplies or services” shall mean any contract (other than a letter contract, letter 
of intent, preliminary notice of award, or amendment or modification of a 
contract) entered into by negotiation on a cost or cost-plus-a-fixed-fee basis as 
covered in paragraphs 3-404 to 3—406 inclusive of this regulation, for supplies 
or services other than the construction, alteration, or repair of buildings, 
bridges, roads, or other kinds of real property. 

13-502 Government-Furnished Property Clause for Fixed-Price Contracts. 
The following clause shall be used in fixed-price contracts for supplies or services 
under which a Department is to furnish to the Contractor, material, special 
tooling, or such industrial facilities as may be furnished under paragraph 
13-402 (a). 


GOVERNMENT-FURNISHED PROPERTY 


(a) The Government shall deliver to the Contractor, for use in connection 
with and under the terms of this contract, the property which the schedule 
or the specifications state the Government will furnish (hereinafter referred 
to as “Government-Furnished property”). The delivery or performance 
dates for the supplies or services to be furnished by the Contractor imder 
this contract are based upon the expectation that Government-Furnished 
property of a type suitable for use will be delivered to the Contractor at 
the times stated in the schedule or if not so stated in sufficient time to 
enable the Contractor to meet such delivery or performance dates. In the 
event that Government-Furnished property is not delivered to the Contractor 
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by such time or times, the Contracting Officer shall, if requested by the 
Contractor, make a determination of the delay occasioned the Contractor 
thereby, and shall grant to the Contractor a reasonable extension of time 
in respect of such delivery or performance dates. The Government shall 
not be liable to the Contractor for damages or loss of profit by reason of 
any delay in delivery of or failure to deliver any or all of the Government- 
Furnished property, except that in case of such delay or failure, upon the 
written request of the Contractor, an equitable adjustment shall be made 
in the delivery or performance dates, or price, or both, and in any other 
contractual provision affected thereby, in accordance with the procedures 
provided for in the clause ef this contract entitled “Changes”. 

<b) By notice in writing the Contracting Officer may decrease the prop- 
erty furnished or to be furnished by the Government under this contract. 
In any such case, upon the written request of the Contractor, an equitable 
adjustment shall be made in the delivery or performance dates, or price, 
or both, and in any other contractual provisions affected by such decrease, 
in accordance with the procedures provided for in the clause of this con- 
tract entitled “Changes.” 

(c) Title to the Government-Furnished property shall remain in the 
Government. Title to Government-Furnished property shall not be affected 
by the incorporation or attachment thereof to any property not owned by 
the Government, nor shall such Government-Furnished property, or any 
part thereof, be or become a fixture or lose its identity as personalty by 
reason of affixation to any realty. The Contractor shall maintain adequate 
property control records of Government-Furnished property in accordance 
with the provisions of the “Manual for Control of Government Property in 
Possession of Contractors” dated March 1951. 

(d) The Government-Furnished property shall, unless otherwise provided 
herein, be used only for the performance of this contract. 

(e) The Contractor shall maintain and administer, in accordance with 
sound industrial practice, a program for the maintenance, repair, protec- 
tion and preservation of Government-Furnished property, until disposed 
of by the Contractor in accordance with this clause. In the event that dam- 
aged or defective Government-Furnished property is delivered to the Con- 
tractor, or any other damage occurs to Government-Furnished property 
the risk of which has been assumed by the Government under this contract, 
the Government shall replace such items or the Contractor shall make such 
repair of the property as the Government directs; provided, however, that 
if the Contractor cannot effect such repair within the time required, the 
Contractor may reject such property. The contract price includes no com- 
pensation to the Contractor for the performance of any repair or replace- 
ment for which the Government is responsible, and an equitable adjustment 
will be made in the contract price for any such repair or replacement of 
Government-Furnished property made at the direction of the Government. 
Any repair or replacement for which the Contractor is responsible under 
the provisions of this contract shall be accomplished by the Contractor at 
its own expense. 

The following provision (f) is for use in advertised fired-price contracts: 

(f) Unless otherwise provided in this contract, the Contractor, upon 
delivery to it of any Government-Furnished property, assumes the risk 
of, and shall be responsible for, any loss thereof or damage thereto except 
for reasonable wear and tear and except to the extent that such property 
is consumed in the performance of this contract. 

The following provision (f) is for use in negotiated fired-price contracts: 

(f) (i) Except for loss, destruction or damage resulting from a failure 
of the Contractor due to willful misconduct or lack of good faith of any of 
the Contractor’s managerial personnel as defined herein, to maintain and 
administer the program for the maintenance, repair, protection and pres- 
ervation of the Government-Furnished property, as required by paragraph 
(e) hereof, and except as specifically provided in clause (s) of this 
contract, or in the clause or clauses of this contract designated in the 
Schedule, the Contractor shall not be liable for loss or destruction of or 
damage to the Government-Furnished property (A) caused by any peril 
while the property is in transit off the Contractor’s premises, or (B) caused 
by any of the following perils while the property is on the Contractor’s or 
subcontractor’s premises, or on any other premises where such property 
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may properly be located, or by removal therefrom because of any of the 
following perils: 

(1) Fire; lighting; windstorm, cyclone, tornado, hail; explosion ; 
riot, riot attending a strike, civil commotion; vandalism and malicious 
mischief ; sabbotage; aircraft or objects falling therefrom ; vehicles run- 
ning on land or tracks, excluding vehicles owned or operated by the Con- 
tractor or any agent or employee of the Contractor; smoke; sprinkler 
leakage; earthquake or volcanic eruption ; flood, meaning thereby rising 
of a body of water ; hostile or warlike action, including action in hinder- 
ing, combating, or defending against an actual, impending or expected 
attack by any government or sovereign power (de jure or de facto), or 
by any authority using military, naval, or air forces, or by an agent of 
any such government, power, authority, or forces; or 

(II) Other peril, of a type not listed above, if such other peril is cus- 
tomarily covered by insurance (or by a reserve for self-insurance) in 
accordance with the normal practice of the Contractor, or the prevailing 
practice in the industry in which the Contractor is engaged with respect 
to similar property in the same general locale. 

The perils as set forth in (A) and (B) above are hereinafter called “ex- 
cepted perils.” 

The term “Contractor’s managerial personnel” as used herein means the 
Contractor’s directors, officers and any of its managers, superintendents, 
or other equivalent representatives which have supervision or direction of 
(1) all or substantially all of the Contractor's business; (11) all or substan- 
tially all of the Contractor's operation at any one plant or separate location 
at which the contract is being performed; (III) a separate and complete 
major industrial operation in connection with the performance of this 
contract. 

(ii) The Contractor represents that it is not including in the price 
hereunder, and agrees that it will not hereafter include in any price to 
the Government, any charge or reserve for insurance (including self- 
insurance funds or reserves) covering loss or destruction of or damage 
to the Government-Furnished property caused by any excepted peril. 

(iii) Upon the happening of loss or destruction of or damage to any 
Government-Furnished property caused by an excepted peril, the Con- 
tractor shall notify the Contracting Officer thereof, and shall communi- 
cate with the Loss and Salvage Organization, if any, now or hereafter 
designated by the Contracting Officer, and with the assistance of the Loss 
and Salvage Organization so designated (unless the Contracting Officer 
has directed that no such organization be employed), shall take all rea- 
sonable steps ot protect the Government-Furnished property from fur- 
ther damage, separate the damage and undamaged Government-Fur- 
nished property, put all the Government-Furnished property in the best 
possible order, and furnish to the Contracting Officer a statement of: 
(A) the lost, destroyed and damaged Government-Furnished property (B) 
the time and origin of the loss, destruction or damage, (C) all known 
interests in commingled property of which the Government-Furnished 
property is a part, and (D) the insurance, if any, covering any part of 
or interest in such commingled property. The Contractor shall be reim- 
bursed for the expenditures made by it in performing its obligations under 
this subparagraph (iii) (including charges made to the Contractor by the 
Loss and Salvage Organization, except any of such charges the payment 
of which the Government has, at its option, assumed directly), to the extent 
approved by the Contracting Officer and set forth in a Supplemental Agree- 
ment. 

(iv) With the approval of the Contracting Officer after loss or destruc- 
tion of or damage to Government-Furnished property, and subject to such 
conditions and limitations as may be imposed by the Contracting Officer, the 
Contractor may, in order to minimize the loss to the Government or in 
order to permit resumption of business or the like, sell for the account of 
the Government any item of Government-Furnished property which has 
been damaged beyond practicable repair, or which is so commingled or 
combined with property of others, including the Contractor, that separa- 
tion is impracticable. 

(v) Except to the extent of any loss or destruction of or damage to Gov- 
ernment-Furnished property for which the Contractor is relieved of liability 
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under the foregoing provisions of this clause, and except for reasonable 
wear and tear or depreciation, or the utilization of the Government-Fur- 
nished property in accordance with the provisions of this contract, the Gov- 
ernment-Furnished property (other-than property permitted to be: sold) 
shall be returned to the Government ip as good eondition as whem. received 
by the Contractor in connection with this contract, or as repaired under 
paragraph (e) above. 

(vi) In the event the Contractor is reimbursed or compensated for any 
loss or destruction of or damage to the Government-Furnished property, 
caused by an excepted peril, it shall equitably reimburse the Government. 
The Contractor shall do nothing to prejudice the Government's rights to 
recover against third parties for any such loss, destruction or damage and, 
upon the request of the Contracting Officer, shall at the Government's ex- 
pense, furnish to the Government all reasonable assistance and coopera- 
tion (including the prosecution of suit and the execution of instruments of 
assignment in favor of the Government) in obtaining recovery. 

(vii) [When applicable] In the event any aircraft are to be furnished 
under this contract, any loss or destruction of, or damage to, such aircraft 
or other Government-Furnished property occurring in connection with 
operations of said aircraft will be governed by the clause of this contract 
captioned “Flight Risks,” to the extent such clause is, by its terms, ap- 
plicable. 

(zg) The Government shall at all reasonable times have access to the 
premises wherein any Government-Furnished property is located. 

(h) Upon the completion of this contract, or at such earlier date as may 
be fixed by the Contracting Officer, the Contractor shall submit, in-a form 
acceptable to the Contracting Officer, inventory schedules covering all items 
of Government-Furnished property not consumed in the performance of 
this contract (including any resulting scrap), or not theretofore delivered 
to the Government, and shall deliver or make such other disposal of such 
Government-Furnished property, as may be directed or authorized by the 
Contracting Officer. Recoverable scrap from Government-Furnished prop- 
erty shall be reported in accordance with a procedure and in such form 
as the Contracting Officer may direct. The net proceeds of any such dis- 
posal shall be credited to the contract price or shall be paid in such other 
manner as the Contracting Officer may direct. 

(i) Directions of the Contracting Officer and communications of the Con- 
tractor issued pursuant to this Clause shall be in writing. 

13-503 Government Property Clause for Cost-Reimbursement Type Contracts. 
The fololwing clause shall be used in cost-reimbursement type contracts for sup- 
plies or services, under which a Department is to furnish the Contractor, or 
the Contractor is to acquire for the account of the Government, material, 
special tooling, or industrial facilities (within the policy set forth in 18-402 


(a)). 


GOVERNMENT PROPERTY 

(a) The Government shall deliver to the Contractor the property de- 
scribed in the Schedule or the Specifications at the times stated therein, or if 
not so stated in sufficient time to enable the Contractor to perform this 
contract. If any of such property is not delivered to the Contractor by such 
time or times, the Contracting Officer, upon written request of the Con- 
tractor, shall equitably adjust the time of performance of this contract. 
In no event shall the Government be liable to the Contractor for damages 
or loss of profit by reason of any delay in or failure to deliver any or all of 
the items set forth in the Schedule or Specifications. 

(b) Title to all property furnished by the Government shal! remain in 
the Government. Title to all property purchased by the Contractor, for 
the cost of which the Contractor is entitled to be reimbursed as a direct 
item of cost under this contract, shall pass to and vest in the Government 
upon delivery of such property by the vendor. Title to other property, the 
cost of which is reimbursable to the Contractor under this contract, shall 
pass to and vest in the Government upon (i) issuance for use of such prop- 
erty in the performance of this contract, or (ii) commencement of process- 
ing or use of such property in the performance of this contract, or (iii) 
reimbursement of the cost thereof by the Government, which ever first 
occurs. All the items to be furnished by the Government, as set forth in 
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the Schedule or Specifications, together with all property acquired by the 
Contractor title to which vests in the Government under this paragraph, 
are subject to the provisions of this clause and are hereinafter collectively 
referred to as “Government Property.” 

(c) Title to the Government Property shall not be affected by the incor- 
poration or attachment thereof to any property not owned by the Govern- 
ment, nor shall such Government Property, or any part thereof, be or 
become a fixture or lose its identity as personality by reason of affixation to 
any realty. The Contractor shall maintain adequate property control 
records of the Government Property and shall identify the Government 
Property as such in accordance with the provisions of the “Manual for 
Control of Government Property in Possession of Contractors’ dated 
March 1951, which is incorporated herein by reference. 

(d) The Government Property provided or furnished pursuant to the 
terms of this contract shall, unless otherwise provided herein, be used only 
for the performance of this contract. 

(e) The Contractor shall maintain and administer in accordance with 
sound industrial practice, a program for the maintenance, repair, protection 
and preservation of Government Property so as to assure its full avail- 
ability and usefulness for the performance of this contract. The Con- 
tractor shall take all reasonable steps to comply with all appropriate direc- 
tions or instructions which the Contracting Officer may prescribe as reason- 
ably necessary for the protection of Government Property. 

(f) (i) The Contractor shall not be liable for any loss of or damage 
to the Government Property, or for expenses incidental to such loss or 
damage, except that the Contractor shall be responsible for any such loss or 
damage (including expenses incidental theerto) (A) which results from 
willful misconduct or lack of good faith on the part of any of the Con- 
tractor’s directors or officers, or on the part of any of its managers, super- 
intendents, or other equivalent representatives, who has supervision or 
direction of (1) all or substantially all of the Contractor's business, or 
(II) all or substantially all of the Contractor’s operations at any one 
plant or separate location in which this contract is being performed, or 
(III) a separate and complete major industrial operation in connection 
with the performance of this contract; or (B) which results from a failure 
on the part of the Contractor, due to the willful miscondust or lack of good 
faith on the part of any of its directors, officers, or other representatives 
mentioned in subparagraph (A) above, to maintain and administer, in 
accordance with sound industrial practice, the program for maintenance, 
repair, protection and preservation of Governmetn Property as required 
by paragraph (e) hereof, or which results from a failure on the part of 
the Contractor to take all reasonable steps to comply with any appropriate 
written directions of the Contracting Officer under paragraph (e) hereof; 
or (C) for which the Contractor is otherwise responsible under the ex- 
press terms of clause(s) of this contract, or of the clause or clauses 
designated in the Schedule; or (D) which results from a risk expressly 
required to be insured under this contract, but only to the extent of the in- 
surance so required to be procured and maintained, or to the extent of 
insurance actually procured and maintained, whichever is greater; or (E) 
which results from a risk which is in fact covered by insurance or for which 
the Contractor is otherwise reimbursed, but only to the extent of such 
insurance or reimbursement; provided that, if more than one of the above 
exceptions shall be applicable in any case, the Contractor's liability under 
any one exception shall not be limited by any other exception. 

(ii) The Contractor shall not be reimbursed for, and shall not include 
as an item of overhead, the cost of insurance, or any provision for a 
reserve, covering the risk of loss of or damage to the Government Property, 
except to the extent that the Government may have required the Con- 
tractor to carry such insurance under any other provision of this contract. 

(iii) Upon the happening of loss or destruction of or damage to the 
Govenment Property, the Contractor shall notify the Contracting Offi- 
cer thereof, and shall communicate with the Loss and Salvage Organi- 
zation, if any, now or hereafter designated by the Contracting Officer, 
and with the assistance of the Loss and Salvage Organization so desig- 
nated (unless the Contracting Officer has designated that no such organ- 
ization be employed), shall take all reasonable steps to protect the Gov- 
ernment Property from further damage, separate the damaged and un- 
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damaged Government Property, put all the Government Property in the 
best possible order, and furnish to the Contracting Officer a statement 
of (A) the lost destroyed and damaged Government Property, (B) the 
time and origin of the loss, destruction or damage, (C) all known inter- 
ests in commingled property of which the Government Property is a part, 
and (I') the insurance, if any, covering any part of or interest in such 
commingled property. The Contractor shall make repairs and renova- 
tions of the damaged Government Property or take such other action, as 
the Contracting Officer directs. 

(iv) In the event the Contractor is indemnified. reimbursed, or other- 
wise compensated for any loss or destruction of or damage to the Govern- 
ment Property, it shall use the proceeds to repair, renovate or replace 
the Government Property involved, or shall credit such proceeds against 
the cost of the work covered by the contract, or shall otherwise reimburse 
the Government, as directed by the Contracting Officer. The Contractor 
shall do nothing to prejudice the Government’s right to recover against 
third parties for any such loss, destruction or damage and, upon the 
request of the Contracting Officer shall, at the Government’s expense, 
furnish to the Government all reasonable assistance and cooperation (in- 
cluding the prosecution of suit and the execution of instruments of assign- 
ment in favor of the Government) in obtaining recovery. 

For use where applicable: 

(v) In the event any aircraft are to be furnished under this contract, 
any loss or destruction of, or damage to, such aircraft or other Govern- 
ment Property occurring in connection with operations of said aircraft 
will be governed by the clause of this contract captioned “Flight Risks,” 
to the extent such clause is, by its terms, applicable. 

(g) The Government shall at all reasonable times have access to the 
premises where any of the Government Property is located. 

(h) Fhe Government Property shall remain in the possession of the Con- 
tractor for such period of time as is required for the performance of this 
contract unless the Contracting Officer determines that the interests of the 
Government require removal of such property. In such case the Contractor 
Shall promptly take such action as the Contracting Officer may direct with 
respect to the removal and shipping of Government Property. In any such 
instance, the contract may be amended to accomplish an equitable adjust- 
ment in the terms and provisions thereof. 

(i) Upon the completion of this contract, or at such earlier date as may 
be fixed by the Contracting Officer, the Contractor shall submit to the Con- 
tracting Officer in a form acceptable to him, inventory schedules covering 
all items of the Government Property not consumed in the performance of 
this contract (including any resulting scrap), or not theretofore delivered 
to the Government, and shall deliver or’make such other disposal of the 
yovernment Property as may be directed by the Contracting Officer. Re- 
coverable scrap shall be reported in accordance with a procedure and in such 
form as the Contracting Officer may direct. The net proceeds of any such 
disposal approved by the Contracting Officer shall be credited to the cost of 
the work covered by the contract or shall be paid in such manner as the 
Contracting Officer may direct. 

(j) Unless otherwise provided herein, the Government shall not be under 
any duty or obligation to restore or rehabilitate, or to pay the costs of the 
restoration or rehabilitation of the Contractor’s plant or any portion thereof 
which is affected by the removal of any Government Property. 

(k) Directions of the Contracting Officer and communications of the Con- 
tractor issued pursuant to this clause shall be in writing. 

The foilowing alternative subparagraph may be used in cost contracts, as 
defined in paragraph 3-405, for research and development, in lieu of sub- 
paragraph (f) (i) as set forth above: 

(i) Except as otherwise specifically provided herein the Contractor shall 
not be liable for any loss of or damage to the Government Property unless 
such loss, or damage results from willful misconduct or lack of good faith 
on the part of any of the Contractor’s directors or officers or other repre 
sentatives having supervision or direction of all or substantially all of the 
Contractor’s business or all or substantially all of the Contractor’s opera- 
tions at any one plant, laboratory, or separate location in which this contract 
is to be performed. 
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13-504 Special Tooling Clause for Fixed-Price Contracts. The following 
clause shall be used in fixed-price contracts for supplies or services (except con- 
tracts for experimental, developmental, or research work) for the performance 
of which the Contractor furnishes special tooling, under the conditions set forth 
in paragraph 13-302 (b) (i), but is not for use in contracts in which special 
tooling is called for as a separate item in the Schedule (see paragraph 13-302 
(a)). 

SPECIAL TOOLING 

(a) The term “special tooling” as used in this clause, includes all jigs, 
dies, fixtures, molds, patterns, special taps, special gauges, special test equip- 
ment, and other special articles of equipment and manufacturing aids ac- 
quired or manufactured by the Contractor for use in the performance of this 
contract, and replacements thereof, which are of such a specialized nature 
that, without substantial modification or alteration, their use is limited to 
the production of such supplies or parts hereof, or the performance of such 
services, called for by this contract, as are peculiar to the needs of the Gov- 
ernment. The term does not include: (i) items of tooling or equipment 
heretofore acquired by the Contractor, or replacements thereof, whether 
or not altered or adapted for use in the performance of this contract; (ii) 
items of tooling or equipment which are usable for the production of supplies 
or parts thereof, or for the performance of services, which are not peculiar 
to the needs of the Government, or (iii) general or special machine tools or 
similar capital items. 

(b) The Contractor agrees not to use any items of special tooling except 
in the performance of this contract, or except as otherwise provided by this 
clause, without prior written approval of the Contracting Officer. The 

Jontractor may, with the approval of the Contracting Officer, use the special 
tooling in the performance of other contracts with the Government, or sub- 
contracts under Government contracts, provided that the Contractor agrees 
not to include in the price or prices for any such contracts or subcontracts, 
involving the use of such special tooling, the cost of such tooling or any allow- 
ance or charge to cover depreciation or amortization which has previously 
been charged against this contract. 

(c) As and when any substantial portion of usable special tooling is no 
longer needed by the Contractor for the performance of this contract, and 
of other Government contracts and subcontracts as to which approval has 
been obtained under paragraph (b) above, the Contractor shall promptly 
notify the Contracting Officer thereof, and shall furnish to the Contracting 
Officer a list of the products, parts or services for the manufacture or per- 
formance of which such special tooling was used or designed. Upon com- 
pletion or termination of all work under this contract, or of this contract 
and other Government contracts and subcontracts as to which approval has 
been obtained under paragraph (b) above, the Contractor shall furnish a 
final list in the same form covering all items not previously reported under 
this paragraph. Special tooling which has become obsolete as a result of 
changes in design or specification need not be reported, except as provided 
for in paragraph (d). 

(d) In the event of any changes in design or specifications which affect 
interchangeability of parts, the Contractor shall, unless otherwise agreed 
to by the Contracting Officer, give the Contracting Officer notice of any part 
which is not interchangeable with the new or superseding part and the 
usable special tooling for each part covered in such notice shall be retained 
by the Contractor subject to the provisions of paragraph (i), pending dis- 
position under paragraph (f). 

(e) At the time it furnishes any list or notice under (c) or (d) above, the 
Contractor may designate those items of special tooling (either specifically 
or by listing the particular products, parts, or services for which such items 
were used or designed) which it desires to retain, together with a written 
offer: (i) to retain any or all of such items, free and clear of any Govern- 
ment interest, for an amount designated therein, which should ordinarily 
not be less than the then fair value of such items (which fair value takes 
into account, among other things, the value of such items to the Contractor 
for use in further work by it); or (ii) to retain any or all such items for 
such period of time and subject to such terms and conditions as may be 
agreed to by the parties hereto, subject to ultimate retention or disposition 
of such items in accordance with paragraph (f) hereof. 
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(f) Within 90 days after receipt of any list or notice under paragraph 
(c) or (d) hereof, or such further period as may be agreed upon by the 
parties, the Contracting Officer shall furnish to the Contractor: (i) a list 
specifying the particular products, parts, or services for which the Govern- 
ment may require special tooling, together with a request that the Con- 
tractor transfer title and deliver to the Government all usable items of special 
tooling which were used or designed for the manufacture or performance 
of any designated portion of such products, parts, or services, and which 
were on hand when production of such products or parts, or performance 
of such services, ceased ; or (ii) an acceptance or rejection of any offer made 
by the Contractor under paragraph (e) above, or a request for further nego- 
tiation with respect thereto; or (iii) subject to the provisions of paragraph 
(j) hereof, a direction to the Contractor, to sell, or to dispose of as scrap, 
for the account of the Government, any or all of the special tooling covered 
by such list; or (iv) a statement with respect to any or all of the special 
tooling covered by such list that the Government has no further interest 
therein and waives its rights therein; or (v) any combination of the fore- 
going, as the circumstances warrant. The Contractor shall promptly com- 
ply with any request by the Contracting Officer under this paragraph to 
transfer title to any items of special tooling, and shall, subject to the pro- 
visions of paragraph (j) hereof, (1) immediately prepare such items for 
shipment by proper packaging, packing, and marking, in accordance with 
any instructions which may be issued by the Contracting Officer, and shall 
promptly deliver such items to the Government, as directed by the Con- 
tracting Officer, or (2) if a storage agreement has been entered into, prepare 
such items for storage in accordance therewith, as directed by the Con- 
tracting Officer, Any items of special tooling so delivered or stored shall 
be accompanied by such operation sheets or other appropriate data as are 
necessary to show the manufacturing operations or processes for which such 
items were used or designed. If the Contracting Officer has requested fur- 
ther negotiations under (ii) of this paragraph, the Contractor agrees that 
it will enter into such negotiations in good faith with the Contracting Officer. 
Any items of special tooling which are not disposed of by transfer of title 
and delivery to the Government under this paragraph, or by acceptance of 
an offer of the Contractor made under paragraph (e), or of such offer as 
modified in the course of negotiations, shall be disposed of in the manner set 
forth in (iii) or (iv) of this paragraph. 

(g) If the Contracting Officer accepts an offer of the Contractor to retain 
any items of special tooling, or if any such items are sold to third parties or 
disposed of as scrap, the net proceeds shall: (i) be deducted from the 
amounts due to the Contractor under this contract and the contract amended 
accordingly; or (ii) be otherwise paid as the Contracting Officer may 
direct. 

(h) The Contractor agrees that it will follow its normal industrial prac- 
tice in maintaining property control records on all the special tooling, and 
that it will make such records available for inspection by the Government at 
all reasonable times. The Contractor further agrees that, to the extent prac- 
ticable, it will identify by appropriate stamp, tag or other mark all special 
tooling subject to this clause. 

(i) The Contractor agrees that between the date any usable items of 
special tooling are no longer needed by it, within the meaning of this clause, 
and the date of final disposition of such items under this clause, it will take 
all reasonable steps necessary to maintain the identity and existing con- 
ditions of such items, unless the Contracting Officer has directed that such 
items be disposed of as scrap or has given notice under (f) (iii). The Con- 
tractor shail not be required to keep any such items in place. 

(j) Any preparation of items for shipment required of the Contractor 
under paragraph (f) of this clause, or any disposal as scrap under para- 
graph (f) (iii), or any action required of the Contractor under paragraph 
(i), shall be taken pursuant to written instructions of the Contracting 
Officer, which shall (i) provide for an equitable adjustment of the contract 
price to cover any additional cost, to the Contractor, not taken into account 
in the negotiation of this contract, of complying with such instructions, 
which adjustment shall be made in accordance with the procedure set forth 
in the clause of this contract entitled “Changes,” or (ii) otherwise provide 
for payment to the Contractor of any such additional cost. Any failure of 
the Contracting Officer to issue the Contractor specifie disposition instruc- 
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tions shall be construed as an instruction to the Contractor to take the action 
required under paragraph (i) with provisions for equitable adjustment or 
payment as provided for above. 

The following paragraph relating to subcontracis shall be used in cases 
where the Contracting Officer deems the use of such paragraph to be neces- 
sary in order to protect the Government's interest in special tooling which 
may be acquired under such subcontracts: 

(k) The Contractor agrees that, in placing any subcontracts or purchase 
orders under this contract which involve the use of special tooling, the full 
cost of which is charged to such subcontract or purchase order, it will include 
therein appropriate provisions to obtain rights comparable to those granted to 
the Government by this clause, and agrees that it will exercise such rights 
for the benefit of the Government, as the Contracting Officer may direct. 

In appropriate cases, the following alternative clause, relating to sub 
contracts may be used: 

(k) The Contractor agrees that, in placing any subcontracts or purchase 
orders under this contract which involve the use of special tooling, the full 
cost of which is charged to such subcontract or purchase order, it will to the 
extent consistent with its normal business practice include appropriate pro- 
visions therein te obtain rights comparable to those granted to the Govern- 
ment by this clause, and agrees that it will exercise such rights for the bene- 
tit of the Government, as the Contracting Officer may direct. 





